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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


THURSDAY, JUNE 26, 1958 


House oF REPRESENTATIVES, 
SreciAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND ForetGN CoMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 11 a.m., in 
the caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack, Flynt, Moss, 
O’Hara, and Bennett. 

Also present: Robert T. Lishman, counsel to the subcommittee; 
Joseph T. Conlon, subcommittee attorney; Francis X. McLaughlin, 
subcommittee attorney; Stuart C. Ross, committee consultant; and 
Herman C. Beasley, subcommittee clerk. 

The Cuarrman. The committee will come to order. 

Mr. Fox, will you be sworn, please, sir. 

Do you solemnly swear the testimony that you give this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 


TESTIMONY OF JOHN FOX, NEWTON CENTER, MASS., FORMER 
PUBLISHER, THE BOSTON POST, BOSTON, MASS. 


Mr. Fox. Ido. 

The CHatrrMan. You may havea seat, Mr. Fox. 

The Subcommittee on Legislative Oversight, in resuming its hear- 
ings this morning, has before it Mr. John Fox as a witness. 

On yesterday afternoon the subcommittee received a letter from the 
attorneys for Mr. Bernard Goldfine, the Honorable Roger Robb, and 
the Honorable Samuel P. Sears, calling to the attention of the com- 
mittee that Mr. Fox was to appear today, referring to the rules of 
the House, to rule XI, paragraph 25, clause (m), with reference to 
the taking of testimony in executive session if the committee deter- 
mines that evidence or testimony at the hearing may tend to defame, 
degrade, or incriminate any person. 

The letter requesting the testimony of this witness to be taken in 
executive session will be included in the record at this point. 
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(The letter referred to follows :) 


BINGHAM, COLLINS, PorRTER & KISTLER, 
Washington, D.C., June 25, 1958. 
Hon. OREN HARRIS, 
Chairman, Subcommittee on Legislative Oversight, 
New House Office Building, Washington, D.C. 

DEAR CONGRESSMAN HARRIS: We are advised that on Thursday, June 26, one 
John Fox is to appear as a witness before the Subcommittee on Legislative 
Oversight, in connection with the subcommittee’s current investigation into the 
affairs of Mr. Bernard Goldfine. We are writing this letter as counsel for Mr. 
Goldfine to request that the subcommittee receive the testimony of Mr. Fox in 
executive session pursuant to rule XI, section 735(m)(1) of the Rules of the 
House of Representatives. As you know, this rule provides: 

“Tf the committee determines that evidence or testimony at an investigative 
hearing may tend to defame, degrade, or incriminate any person, it shall— 

“(1) receive such evidence or testimony in executive session ;” 

Mr. Fox was arrested in Pittsburgh, Pa., on June 24, 1958, on a criminal libel 
charge. 

Mr. Fox is the same individual who on April 16, 1958, in the U.S. Dis- 
trict Court for the District of Massachusetts before Judge Charles E. Wyzanski, 
Jr., appeared as counsel for certain stockholders in a stockholders’ suit known as 
Heddendorf v. Bernard Goldfine, et al., Civil Action No. 56-356-W—a case involv- 
ing some of the same matters which you are now investigating. On that occa- 
sion Mr. Fox, in open court, made a fantastically reckless and irresponsible accu- 
sation that Mr. Bernard Goldfine had admitted embezzling millions of dollars 
from the Boston Port Development Co. 

Judge Wyzanski characterized the charge as a very serious allegation which 
had been denied by the defendants and by the plaintiff through his counsel and 
set the matter down for hearing on April 29 at 10 o’clock in order to provide Mr. 
Fox an opportunity to substantiate his charge. 

At the hearing held on April 29, 1958, Mr. Fox failed to produce a scintilla 
of evidence in support of his false accusation which prompted the statement 
from Juge Wyzanski that “Of course that [Mr. Iox’s allegation of April 16, 1958] 
wasn’t evidence ; that was an advertisement.” 

From the foregoing it is apparent that John Fox is an irresponsible and ma- 
licious individual who is bent upon maligning and defaming Mr. Goldfine by 
false and reckless accusations. We respectfully submit therefore, that this is 
precisely the kind of case for which rule XI, section 735(m) (1) was designed, 
and that the rule should be invoked. 

Very respectfully, 
SAMUEL P. SEARS, 
RoGeER Rops, 
Attorneys for Bernard Goldfine. 


The CrHarrMan. Pursuant thereto, the committee held a meeting 
this morning, and it has considered the request of Mr. Robb and Mr. 
Sears. The subcommittee had before it the prepared statement pro- 
posed to be made by the witness Mr. Fox. The committee had an 
opportunity to quickly review the statement, and, in the considera- 
tion of it and after further consultation and discussion with both 
Mr. Robb and Mr. Sears, the committee decided that it could not de- 
termine at this moment that the testimony about to be presented by 
this witness would come within the scope of the rule. 

The rule reads, and I quote this for the benefit of the witness ap- 
pearing. Paragraph (m) of the Rules of the House of Representa- 
tives, page 367, as follows: 

If the committee determines that evidence or testimony at an investigative 
hearing may tend to defame, degrade, or incriminate any person, it shall 

(1) receive such evidence or testimony in executive session ; 

(2) afford such person an opportunity voluntarily to appear as a witness; 
and 

(3) receive and dispose of requests from such person to subpena additional 
witnesses. 
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Mr. Fox, I made this statement not only for the record but for your 
benefit as well, because, as I have just discussed with you in our brief 
visit on first meeting you incidentally, it is understood that should 
questions be asked or any matter come up that you yourself would 
recognize that your answers may very well come within the purview 
of this rule, that you yourself may so indicate to the committee, and 
the committee then would be given an opportunity to determine 
whether or not such testimony should be taken in executive session. 

I believe you understand the matter as already explained to you, 
do you not? 

Mr. Fox. I do, Mr. Chairman. And I must point out that there 
may be one or more borderline cases, the general nature of which I 
talked to you about very briefly in the attempt to perfect to the degree 
that I could my understanding of the matter which you have just 
treated. 

The CuarrmMan. It is a final decision for the committee to make, and 
the committee will assume that responsibility. 

Would you state your name in full? 

Mr. Fox. My name is John Fox. I live at 230 Dudley Road, Newton 
Center, Mass. 

The CuarrmMan. What is your profession ? 

Mr. Fox. My profession is that I am a lawyer and also the president 
of a company that engages extensively in natural gas operations. 

The CHarrman. What is your company? I am a little interested in 
that subject. 

Mr. Fox. The name of the company is Rockton Drilling Corp., a 
Pennsylvania corporation that operates a pipeline and many gas 
wells, 

The CHatrmMan. Mr. Fox, you have a prepared statement, do you 
not ? 

Mr. Fox. Yes, I do, Mr. Chairman. 

The CHatrman. It is the policy of this committee to permit a wit- 
ness when he comes before the committee to make such statement as 
he desires, and then subject himself to such questions as our chief 
counsel and members of the committee may have. Following that 
usual procedure, you may present your statement at this time. 

Mr. Fox. I would like to read my statement, Mr. Chairman, which 
is a little on the lengthy side. But, in view of recent publicity as well 
as testimony that has already been given before this committee by 
various people, it becomes particularly important that I read this 
statement, which will clear up, I think, a good many things which are 
not clear to this committee and which I think the committee should 
have clarified for it. 

With your permission, I will read the statement now. 

The CuatrMan,. Yes, you may proceed. 

Mr. Fox. In view of the widespread interest in and publicity attend- 
ing the affairs of Mr. Bernard Goldfine and Mr. Sherman Adams, 
both of whom I have known for nearly 6 years, and especially in view 
of testimony that has been received by this committee, I have requested 
of this committee the privilege of reading into the record this state- 
ment which should clarify much that has been, to this point, anything 
but clear. 

Especially because of the testimony before this committee by Ed- 
ward QO. Proctor, I think it particularly desirable that the relations 
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between Mr. Proctor’s late law partner Paul A. Dever, Mr. Goldfine, 
Mr. Proctor himself and me be presented in an orderly, dispassionate 
and chronological manner. These relations changed, and this com- 
mittee is entitled to have explained to it exactly what circumstances 
attended upon that change. 

The turning point in my relations with Mr. Bernard Goldfine, 
former Governor of Massachusetts Paul A. Dever, and Mr. Edward 
O. Proctor can be absolutely pinpointed in time. It came on the after- 
noon of July 8, 1955. The remote causes have been existent for a long 
time. The immediate cause was that Mr. Goldfine excused himself 
from a meeting which had been called to be held at the offices of Dever 
& Proctor at 1 State Street, Boston, to go, as he explained it, “to the 
men’s room.” 

Mr. Goldfine, without warning and without notice, perpetrated a 
deliberate imposition and fraud on everyone who was present except 
those who were party to his scheming. The circumstances leading 
up to that meeting on July 8, 1955, were these: 

In the very late 1940’s Paul A. Dever, whom I knew and liked, came 
to see me in my office on the 10th floor of 89 State Street, Boston, to 
inquire of me whether it would be possible for me to rearrange some 
of the tenants in my building at that address so as to make half a floor 
available to his law firm. I did so, and the law firm Dever & Proctor 
became my tenants, occupying one-half of a floor in my building. 
Our relations were uniformly friendly thereafter until July 8, 1955. 

On June 17, 1952, I signed a contract to buy the Boston Post. The 
closing date set by that contract was September 2, 1952. It was under- 
stood by the seller of the Post that I was to have no hand whatever 
in any of its affairs until September 2. Between June 17 and Septem- 
ber 2, a period of about 11 weeks, I had nothing to do with the affairs 
of the Post, and, in fact, entered the building of the Post for the first 
time on September 3, 1952. 

During the previous 11 weeks that began on June 17, 1952, the Post 
had no one at the controls whatever. The editorial staff, who, for the 
most part, disliked Mr. Dever, ran numerous hostile editorials and 
cartoons, one of which was on the front page and depicted the Massa- 
chusetts State House turned into a cash register under the governor- 
ship of Mr. Dever. Another front page carried a photograph of Mr. 
Dever’s brother’s luxurious summer home on Cape Cod. 

Prior to September 3, 1952, Mr. Dever, who knew that I had con- 
tracted to buy the Post, telephoned me numerous times and came up- 
stairs from his office to mine for the purpose of soliciting by inter- 
vention and influence with the editorial department of the Post. I 
had to tell him repeatedly that I had no influence because I did not 
even know any of the people responsible for the attacks on him, and 
that I had no legal or moral right to interfere with the policies or 
operations of the Post until September 2. 

I have carefully examined all of the issues of the Post, beginnin; 
September 3, 1952, from that date through October 3, 1952. I ha 

romised Mr. Dever that the Post would help him and the whole 
Rensceretie State ticket to the extent of its ability to do so. That 
promise was kept and it was kept from the first day of my control 
as the pages of the Post themselves show conclusively. 

Beginning on September 3, and before October 3, 1952, the Post 
gave Mr. Dever a good deal of position and space preference, includ- 
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ing a front page picture on September 16 of Mr. Dever as Governor 
signing the repeal of an unpopular pension law, with the heading 
“Dever Lauds Move”. 

On September 28, 1952, the Boston Post ran a favorable news story 
under the byline of Wilton Vaugh, who was the most strongly pro- 
Dever political reporter that the Post had, and who is now press secre- 
tary to Gov. Foster Furcolo, of Massachusetts, a position which I be- 
lieve he holds because of Mr. Dever’s recommendation. 

Mr. Dever made many visits to my office after September 2, 1952, 
continuing at least until the end of that year. On or about October 
2, 1952, Mr. Dever came upstairs to my office for his usual reason, to 
ask for more help by the Post. 

Mr. Dever arrived at about quarter of 3 in the afternoon, was ad- 
mitted into my office and sat beside my desk for the next hour while I 
talked to numerous banks throughout the United States, arranging to 
borrow more than $100,000. At the end of an hour, when most bank- 
ers had closed up shop for the day, I was able to talk to Mr. Dever, 
who asked me how it was possible for me to spend most of my time 
talking to banks and at the same time perform efficiently the job 
of being the publisher of the Post. I told him, of course, that it was 
not possible, but that I nevertheless had to raise a good deal of money, 
which I was doing and could continue to do because I had a great deal 
of collateral consisting of marketable securities. 

Mr. Dever asked me whether I would be interested in a private loan 
that he might be able to arrange through a client, whose identity he 
declined to disclose, and whether I would deposit with the client the 
same collateral and pay the same rates as was satisfactory to my banks. 

I told him that it was immaterial to me whether I borrowed from 
banks or from a private source since the collateral that I would have 
to put up and the interest rate that I would have to pay would be the 
same, but that, if it would help him, I should be glad to borrow from 
his friend and use some of the time saved to help him. 

Mr. Dever had only one interest in obtaining a loan for me—to 
free my time from the details of financing and to make it available 
to the Post. There was no profit in it for me, but my presence at the 
Post could help him considerably. He already had my promise of 
support, which he had been receiving. But the Post had not been 
getting my personal attention, which he thought necessary to his own 
well-being because he was completely aware of the hostility of many 
of the editorial staff to him. 

The next day Mr. Dever came to my office with his brother Edward. 
He gave me a promissory note to sign, and requested my secretary 
to accompany Edward Dever to a Boston bank, where he exchanged 
what appeared to be a draft drawn to the order of Edward Dever 
for $150,000 for a cashier’s check which he delivered to my secretary. 

I promised to make immediate assignments of the equity in securi- 
oe en by various banks to a firm of private bankers to secure 
the loan. 

On October 17, 1952, I went to New York where I met Bernard 
Goldfine and borrowed an additional $150,000, and, on October 30, 
1952, another $100,000, all at 3 percent, these notes being payable to 
Bernard Goldfine who at that time was only a client of Mr. Dever 
and whose name meant nothing to me. The notes, at Mr. Goldfine’s 
insistence, were signed by Post Publishing Co. and endorsed by me. 
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These notes had a 15-day maturity, had an interest rate of 3 percent, 
which was the rate I was paying banks, and was secured by equities 
and the same securities that secured similar loans at many banks. 
They were, as is obvious, short-term secured loans made only for the 
purpose of saving my time. 

These loans were paid in January and February 1953, with interest 
computed, to the penny, from the time when they were made to the 
date of payment. 

After Mr. Dever had lost the election he persuaded me, in December 
1952, to buy a 40-percent interest in the stock and 50 percent of the 
notes of Motor Park, Inc., a corporation which held an option from 
the city of Boston, giving it the right to obtain from the city a lease 
of part of the area ‘under Boston Commons on which it was planned 
to build the largest parking garage in the world. Mr. Goldfine and 
Mr. Dever represented that Mr. Goldfine had 70 percent of this stock, 
and that he could obtain an additional 10 percent, making a total of 
80 percent, of which he offered to sell me half, equal to 40 percent, 
at a price of $275,000 for both the stock and $275,000 of the notes 
of Motor Park, Inc. 

Since I had no desire to buy a minority position in a closely held 
corporation, ex-Governor Dever told me that he knew who held the 
other 20 percent of the stock and that he would pledge me his pro- 
fessional word as a lawyer that it would never be voted except in ac- 
cordance with the combined instructions of both Mr. Goldfine and me. 
He also told me that he had been familiar with the legalities of the 
whole Boston Commons garage matter, and that he would and did 
also guarantee that the title was good, and that all legalities had been 
complied with. 

I, accordingly, in reliance upon the word of Mr. Dever and the repu- 
tations and pledged words of both Mr. Dever and Mr. Goldfine, agreed 
to buy 40 percent of the stock and $275,000 face amount of notes on 
Motor Park, Inc. from Mr. Goldfine, and give him my notes for 
$275,000. 

Approximately 2 weeks later Mr. Goldfine met me in the offices of 
Dever & Proctor, and, in the presence of both Messrs. Dever and 
Proctor, told me that he had been unable to obtain the additional 
10 percent of the shares of Motor Park, Inc., at the price that he 
had anticipated, but that he had been forced to pay te the seller $0.9 0 
more than he had anticipated and requested me as a matter of fairness 
and cooperation between what he was pleased to term partners to pay 
one half of this unanticipated additional cost, he to an additional 
$30,000. 

Messrs. Dever and Proctor assured me that they knew the circum- 
stances and details of Mr. Goldfine’s purchase of the 10 percent and 
that his representations were true. 

I accordingly, although I was not legally bound to do so, but en- 
tirely as a matter of fairness and relying upon the representations of 
Messrs. Goldfine, Dever, and Proctor gave Mr. Goldfine an additional 
note for $30,000, bringing my total cost to $305,000 for which I gave 
my personal notes, which J subsequently paid with interest. 

‘Subsequently, but not until much later, I learned that nearly every- 
thing that had been told to me by Messrs. Goldfine, Dever, and Proctor 

yas untrue. 
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In the first place, Mayor John B. Hynes of Boston advised me in 
the summer of 1954 to check the title of Motor Park, Inc. He told me 
that a lawyer named James W. Kelleher, who, during the entire ne- 
gotiations between Goldfine, Dever, and Proctor and me, had been an 
associate of the firm of Dever & Proctor, had at an earlier time while 
he had been assistant corporation counsel of the city of Boston, writ- 
ten a report for the city to the effect that the existing legislation au- 
thorizing the building of a tunnel on the Boston Public Garden was 
fatally defective and that no such tunnel could be built. Goldfine, 
Dever, and Proctor all knew of this report, written by their office 
associate, at the time that they represented to me that the title was 
sound and that all legalities had been complied with. They all knew 
that without such a tunnel the proposed garage would be economically 
unsound and that no financing could be obtained on the project. 

When Goldfine and Dever and Proctor represented to me that Gold- 
fine had been forced to pay $60,000 more for 10 percent of the stock of 
Motor Park, Inc., and Messrs, Dever and Proctor confirmed this by 
representing that they were personally familiar with the circumstances 
of its purchase by Mr. Goldfine, all three lied. The identity of the 
seller at that time was undisclosed. 

On the afternoon of July 8, 1955, I learned that their unnamed seller 
was Winthrop Scudder, who has testified before this committee, to 
whom Goldfine promised a total of $15,000. 

Mr. Chairman, there is a mistake. It says “10.” It should be “15,” 
and IT call that to the attention of the committee. That isa mistake, and 
IT would like to have it corrected. 

[ learned that their unnamed seller was Winthrop Scudder, who 
has testified before this committee, to whom Goldfine promised a 
total of $15,000 for 10 percent of the stock and for which he has even 
now received nothing except promises by Goldfine and not a penny 
in cash. 

In August 1954, my associate, Mrs. Doten, and I went to the offices 
of Dever & Proctor after having learned that there was a serious 
defect in the legislation authorizing the leasing of part of the area 
underlying Boston Common, and I told both Mr. Goldfine and Mr. 
Dever that I had had more than enough association with Mr. Goldfine 
and insisted that we terminate our common interest in Motor Park, 
Inc. 

I proposed to them that at a date approximately a month later they 
elect to buy my holdings or sell me theirs at a price to be named by 
me but the election either to buy or sell to be theirs. 

Accordingly, Mrs. Doten and I met Messrs. Dever and Goldfine on 
September 15, 1954, at the offices of Dever & Proctor. I named a price 
of $220,000, and Mr. Goldfine elected to sell his 40 percent of the stock 
and $275,000 of notes of Motor Park, Inc. to me. We also agreed 
that I would buy an additional 10 percent, which was disclosed for the 
first time by Messrs. Goldfine and Dever to be owned by Bartholomew 
A. Brickley, Esq., also counsel then and now to Mr. Goldfine. 

I should say here, Mr. Chairman, that Mrs. Doten and I cannot 
remember whether it was all owned by Mr. Brickley or whether some 
members of his family, his children, had some. I do not think it is 
material. 
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I was successful in having the defect in the law affecting the tunnel 

under the Boston Public Garden cured by subsequent legislation which 
became law when the bill was signed by Governor Herter on July 7, 
1955. This law was passed over the bitter objections of the Boston 
Herald and Traveler, whose publisher, Robert Choate, has testified 
before this committee. 
_ As soon as it became clear that the defect in the legislation affect- 
ing the pedpores garage under Boston Common would probably be 
cured, which was late in 1954, I began to be aware of the most powerful 
and malign influences exerted against me by a department of the 
Federal Government. This influence was inexorable, deadly, and long 
sustained, and resulted in the enforced liquidation of bank loans that 
totaled in the aggregate approximately $13 million—loans which 
were well secured by marketable securities. I did not know the source 
of these pressures nor the reason for them, unless their object was to 
eliminate the Boston Post, which was the only major newspaper in 
the United States that supported Harry S. Truman in 1948. 

In June 1955, Mayor Hynes of Boston, notified me that it would no 
longer be necessary for Motor Park, Inc., to postpone the execution of 
a lease, in accordance with its option agreement, which provided that 
the actual building of the garage expeditiously follow the signing of 
the lease. 

I told Mr. Hynes that we were far along with our financing, and 
that we had made great progress in negotiating an agreement with 
Socony Mobil Oil Co., under the terms of which they would operate 
the garage. s 

I further told him that when we should have our contract with 
Socony Mobil closed, it would be possible to get a very substantial 
loan representing, when added to the money that had already been 
put into the plans for the garage, 80 percent of its cost, and that 
the balance of the financing could be easily arranged. 

The mayor then insisted that as a condition of the signing of a lease 
by the city, Motor Park have a president, that office having been 
vacant for several years, and it must have new directors, since repre- 
sentatives of Goldfine would be a liability. He said that he would 
not permit a lease to be signed while there was any Goldfine influence 
among the board of directors. 

I immediately passed this information on to Mr. Dever and Mr. 
Goldfine. I told them that, on the 7th of July, I would have a very 
considerable amount of cash and free securities available and entered 
into an understanding with them that we would meet at the office of 
Dever & Proctor at 1 State Street, Boston, on the afternoon of July 8, 
1955, at which meeting the following events would take place: 

1. I would pay to Mr. Goldfine $225,000 in cash. 

2. I would deliver to Mr. Goldfine and Mr. Dever marketable se- 
curities having a value of about $250,000, which I agreed to continue to 
sell with instructions to them to deliver the securities which they were 
holding and which I had sold against cash, thereby reducing the bal- 
ance that I owed Goldfine, which on July 8, 1955, was about $150,000. 

3. Mr. Goldfine would retain as additional collateral the stock and 
the notes of Motor Park, Inc., in addition to the marketable securities 
which I would have turned over to him. 

4. The Goldfine board of directors would resign and new directors 
to be selected by me would be selected. 
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To all the above, Mr. Goldfine and Mr. Dever had agreed. This 
would have made it possible for the corporation to sign a lease im- 
mediately thereafter with the city of Boston. 

There were present at that meeting Messrs. Goldfine, Dever, Proc- 
tor, and Scudder, and the Misses Paperman and Bloomberg, all rep- 
resenting Goldfine and his interests. There were present four people 
representing me. It had been agreed that Mr. Scudder would re- 
main as one of the new directors. There was also present Alphonse 
A. Laporte, Esq., representing Mr. Goldfine’s New York bankers. 

The. following events happened : 

(a) I gave a certified check to Mr. Laporte for $225,000. 

(6) Mr. Laporte left the premises taking his check with him. 

(c) I gave to Mr. Dever marketable securities as agreed upon, hav- 
ing a vhs of $250,000 to secure the balance of $150,000 that I still 
owed to Mr. Goldfine. 

(d) Mr. Dever gave the securities to Mr. Proctor to count. Mr. 
Proctor repaired to an adjacent room for the purpose. 

(e) All the directors, both those who were to resign and those who 
were to be elected, gathered around a table for the purpose of proceed- 
ing with the agenda that I had prepared for the purpose of changing 
the board, as agreed. 

(7) Mr. Geldfine excused himself “to go to the men’s room.” He 
never came back. 

The Cuarrman. The committee will be in order. 

Mr. Fox. Approximately 2 hours later, while all the people men- 
tioned above still waited in the office, I located him by telephone at 
room 112 at the Parker House in Boston. He told me that he was with 
the commanding officer of the Army Corps of Engineers—that, I 
should say, is, I think, the first district, the one that is centered in 
Boston—with whom he was doing some important business, and was 
incensed that I had telephoned to him. 

(g) Mr. Dever said that he had no instructions from Mr. Goldfine 
to proceed, and that, despite the previous understanding, Mr. Gold- 
fine was the boss and what he said went, and that, as far as Mr. Dever 
was concerned, the meeting was over and that there were to be no 
changes in directors or officers of Motor Park, Inc. 

(kh) Mr. Proctor refused to surrender the securities which I had 
given Mr. Dever on the ground that they had been received by him for 
the account of Mr. Goldfine, and that he could not surrender them 
without instructions from Mr. Goldfine, which he did not have. 

(7) We left the building. 

It was then completely clear to me that Mr. Goldfine and Mr. 
Dever had acted in bad faith throughout the meeting, and that, de- 
spite the fact that Motor Park, Inc., might be very badly hurt through 
its inability to sign a lease because of no change in its officers and 
directors, and despite Mr. Goldfine’s retention of all the stock and 
notes of Motor Park, Inc., and the receipt of large amounts of addi- 
tional collateral in the form of marketable securities, so that he was 
overwhelmingly protected, he nevertheless would resort and had re- 
sorted to the most unconscionable tactics to retain possession of the 
stock of Motor Park, Inc., while at the same time doing everything 
possible to hurt me financially. This was particularly true in view of 
the fact that all the people who represented me had offered to deposit 
with Mr. Goldfine’s attorneys—that’s Proctor & Dever—their signed 
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resignations to be held by him until the balance still due him by 
Fox—$150,000—had been paid. 

That same afternoon I talked to Mr. Scudder and learned for the 
first time of his sale of 10 percent of the stock of Motor Park to Mr. 
Goldfine, and that he had not been paid. Mr. Scudder has still not 
been paid for the stock. 

At some time during the course of my dealings Mr. Goldfine notified 
me that approximately $70,000 of the Motor Par k, Inc., notes were the 
property of ex-Governor of Massachusetts Paul A. Dever. This 
notification was in writing and Mr. Dever was accordingly paid. 

I think I should bring to your attention, Mr. Chairman, that I don’t 
have that letter, through an oversight. But I will supply it to the 
committee if the committee wants the letter. In view of other testi- 
mony here, it might be important as a matter of impeaching some- 
body’s credibility. 

The Cuarmman. You may supply the letter. 

(Material not furnished.) 

Mr. Fox. About 3 months later, in October 1955, I completed the 
payment, with interest computed to the date of payment, of all 
moneys I owed to Mr. Goldfine. This payment was made at the 
office of Hale & Dorr, 60 State Street, Boston. James D. St. Clair, 
7 represented me and received the stock and notes of Motor Park, 

ne., from Edward O. Proctor and Miss Mildred Paperman, who has 
scapamald before this committee, and received Miss Paperman’s and 
Mr. Proctor’s promise that the books of account of Motor Park, Inc., 
would be delivered the next day to me or to Hale & Dorr. 

These books of account have never been delivered to this moment, 
despite many requests. Mr. Goldfine later told me that it is impos- 
sible for him to deliver them since the $550,000 in notes of the cor- 
poration represented payments made by him for the most part to poli- 
ticians. I did not know whether this was true or whether the notes 
were issued without any consideration whatever. I did not know 
then; I do not know now. 

At a later time I met Mr. Goldfine on several occasions. Although 
we were not friendly, for the reasons made obvious by this st: :tement, 
I nevertheless was desirous of obtaining the books of account of Motor 
Park, Inc., the name of which has since been changed to Boston Com- 
mon Garage Corp. He refused to turn them over to me and refused 
to give me the reason therefor. He did, however, tell me that since 
the defect in the legislation concerning the garage proposed to be 
built under Boston Common had been cured, if he couldn’t build it 
I wasn’t going to build it. He told me that the pressures I had been 
suffering from would continue, but refused to say more despite my 
questionings of him. 

The pressures did continue until I had repaid more than 100 banks, 
being down only to one relatively small one. 

On April 2, 1956, the Prudential Insurance Co. signed an agreement 
to lend $9,500,000 to Boston Common Garage Corp., which was con- 
tingent upon the signing of a management contract with Socony Mobil 
Oil Co. The contract was in nearly final form. It had been drafted 
by counsel for Socony Mobil after repeated negotiations and consul- 
tations with representatives of the Pr udential Insurance Co. The 
Prudential made their agreement in full reliance upon the good faith 
of Socony Mobil, who had desired for 10 years, having begun nego- 
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tiations in 1946 with Motor Park, Inc., to make a contract similar 
to the one which had been finally drafted by them, which was satis- 
factory to me and the execution of which had been authorized by 
their executive committee. 

Without any explanation, about May 1, 1956, something suddenly 
went wrong with the deal. Socony Mobil’s New York officials and 
their counsel suddenly became personally unavailable and almost im- 

ossible to reach even on the telephone. I have been item by a 
high officer of Socony Mobil Oil Co. that prior to April 2, 1956, 
Robert Choate, publisher of the Boston Herald & Traveler, had ar- 

ranged an introduction to Mr. Nickerson, president of Socony Mobil 

Oil Co., at a party; that he then telephoned to Mr. Nickerson for an 
appointment and was rebuffed; that, notwithstanding the rebuff, he 
visited Mr. Nickerson in New York at the office of Socony Mobil Oil 
Co., 26 Broadway, and threatened Mr. Nickerson with a bad press, 
bad public relations, and whatever else the Boston Herald & Traveler 
could do in the way of harm to Socony Mobil Oil Co. in the event 
that that corporation entered into a management contract arrange- 
ment with Boston Common Garage Corp. The same high official “of 
Socony Mobil told me that Mr. Nickerson once again rebuffed Mr. 
Choate and informed him that Socony Mobil did not do business that 
way, and terminated their interview. 

The record nevertheless shows that after May 1956, the U.S. De- 
partment of Justice dropped indictments for the violation of the anti- 
trust laws against a number of officials and officers of Socony Mobil 
Oil Co., and dropped proceedings against that corporation itself. 
After May 1, 1956 Socony Mobil, after having induced Boston Com- 
mon Garage Cor p. to have paid Prudential Insurance Co, $95,000 equal 
to 1 percent of its commitment of $9,500,000 as evidence of good 
faith on the part of Boston Common Garage Corp., was silent for a 
long time; its representatives remained almost incommunicado until 
December 1956, when, without explanation, its Boston manager noti- 
fied Boston Common Garage Corp. that Socony Mobil Oil Corp. had 
no further interest in the garage planned to be constructed under 
Boston Common. 

Robert Choate, publisher of the Boston Herald & Traveler, testi- 
fied under oath before this committee in Boston last month that he 
did not know a man named Nickerson. 

After I had paid off all but one of my banks, in July 1956, the In- 
ternal Revenue Service, without notification or warning to me, im- 
posed jeopardy Federal income tax liens on my wife and me, which, 
with penalties and interest, approximated $1,600,000. These liens 
should not have been imposed for the adequate reason that we did not 
owe these taxes. On October 30, 1957, at the opening of a hearing be- 
fore the U.S. Tax Court, counsel for the Government admitted by 
stipulation that approximately 87 percent of the taxes, interest and 
penalties that were even then still assessed against us should be dis- 
missed. In view of the jeopardy assessments, I consider this shocking. 

Both of the revenue agents who audited our income taxes have re- 
signed from the Intern: il Revenue Service. In the course of the year 
that they worked on our tax returns, they were shifted from their 
usual office and ordered to report three times a week to a group chief 
who reported directly to the then regional commissioner of the In- 
ternal Revenue Service. The agent in charge was forced to admit, 
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at a postexamination conference with a specially assigned group chief, 
that he had lied concerning the information and cooperation that had 
been given him by my office and by me personally. 

The then regional commissioner of the Internal Revenue Service 
for the New England States, at a time when the constitutionality was 
being ckateueet of a law, which provided for the assessment of taxes 
on whisky which had been 8 years in bond, gave to regional counsel 
a request for an opinion as to whether revenue agents could smash 
with hammers more than $100,000 worth of my whisky consisting of 
nationally advertised and standard brands, and represented by ware- 
house receipts, with the insistence that regional counsel give a favor- 
able opinion if possible. The regional commissioner said that he 
wanted to “get Fox.” He also admitted to me that his orders were 
coming from Washington, but he refused to say from whom. 

In June 1956, because of events which have been in part described 
in this statement, I was in default on a note of $100,000 which had 
caused the forfeiture of all the stock of a corporation which owned 
approximately 6,400 acres of natural gas leases, equal to 10 square 
miles, most of which were proved on a then new gas field, on which the 
corporation and I had drilled the first two wells; the discovery wells, 
I should say. Subsequent events have proved that it would have been 
possible for the leases held by that corporation to have put out $500,000 
a month continuously for 21 months, 80 percent of which would have 
been net profit. 

The individual to whom I had forfeited the stock was an old friend, 
and at that time was willing, although he was under no legal obligation 
to do so, to return the stock to me in the event that he should be repaid. 
That is the $1,000. Because of that, the Boston Post advertised, sub- 
ject to a registration with the securities division of the Massachusetts 
Department of Public Utilities, the purely intrastate sale, to be con- 
fined only to Massachusetts, of $4 million—that says three, but it 
should be four, Mr. Chairman—worth of notes to be secured by these 
leases, which would have been far more han sufficient to have taken 
care of all of the financial needs of the Post itself and my taxes, in- 
flated and bloated as they were by assessments, prompted by what I 
consider to be bad faith of individuals in the Internal Revenue Service. 

One Friday afternoon in July, 1956—I will interpolate that it hap- 
pened at quarter of 5 on Friday afternoon in the summertime—I was 
notified by telephone by an individual who identified himself as of 
counsel for the Securities and Exchange Commission in Washington, 
D.C., that, whether it was legal or not, whether it had ever been done 
or not, on the same day that Post Publishing Co. should offer its notes, 
whether intrastate or not, the U.S. Securities and Exchange Commis- 
sion would ask for an injunction on the grounds that the offering was 
fraudulent, because they had received an opinion from the Securities 
and Exchange Commission’s own oil and gas expert that there was no 
gas in what has become the now famous Rockton-Luthersburg gas 
field. That single act ended the Boston Post. . 

In all the circumstances, I was forced to the conclusion which has 
subsequently been confirmed, that extremely powerful forces high in 
the Federal Government of the United States had been brought to 
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bear through departments and agencies of the Federal Government 
and that these forces were not unconnected with the Boston Herald- 
Traveler Corp. and Bernard Goldfine. 

In July and August 1956, after the imposition upon my wife and me 
of the jeopardy Federal income tax liens, I did my best to keep the 
Boston Post afloat. I did not then realize, but have since learned, of 
the deadly effect of jeopardy Federal income tax liens, which practical- 
ly amount to a mortgage equal to the full amount of the liens on every 
asset that a taxpayer has. 

I promised to insure that the employees would receive certain pay, 
which was more than my personal legal obligation to pay them. 1 
could not keep this promise because of the effect of the jeopardy Fed- 
eral income tax liens that had been imposed upon me. One of the 
employees of the Post, who is a lawyer who does not practice law but 
prefers to work for a newspaper, went to work the day after the Post 
closed for the Boston Herald Traveler, the publisher of which is 
Robert Choate. This man solicited many of the employees of the 
Post and was successful in persuading them to cause me to be prose- 
cuted for a misdemeanor as an officer of a corporation—in this case, 
Post Publishing Co.—which had not fulfilled certain kinds of obliga- 
tions to its employees. This statute is more than 120 years old and 
has never previously been invoked in circumstances similar to those 
involving the Post and me, and there is very serious doubt of its 
constitutionality, which is now before the Supreme Court of Massa- 
chusetts for a decision. The amount owed to the employees in question 
under these circumstances has been reduced to $9,000. It is my inten- 
tion to pay this amount before the end of next month, regardless of 
whether I am personally liable for it or not, and regardless of the 
decision of the Supreme Court of Massachusetts. 

For those reasons and because of my unshakable belief that our sys- 
tem of society is worth defending, and that the best defense is to keep 
the Government from encroaching upon the rights and freedom of 
individual citizens, it is a pleasure as well as a duty to cooperate with 
this committee. 

That is my statement. Do you want a signed copy for the record ? 

Mr. Lisuman. The statement has been read. I don’t think we need 
any more. 

The Cuatrrman. No. Your statement is in the record. 

That does conclude your statement ? 

Mr. Fox. Yes, it does. 

The CHatrman. The chair observes that it is 5 minutes after 12. 
The House is in session. There will be a rolleall very soon. In view 
of that situation, I think it would be the better part of wisdom to 
adjourn at this time. The committee will adjourn to 2 o’clock this 
afternoon. 

(Whereupon, at 12:10 p.m., the committee adjourned to 2 p.m., 
this same day.) 

AFTERNOON SESSION 


Mr. Wiuuiams. The committee will resume its sitting. 
The Chair recognizes the counsel, Mr. Lishman. 
Mr. Lisuman. Mr. Fox, I show you a document and ask if you can 
identify it. 
32090—59—pt. 11——2 
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TESTIMONY OF JOHN FOX—Resumed 
Mr. Fox. I think so. 


Mr. Lisuman. Will you please do so for the record ? 

Mr. Fox. It looks like a page or a couple of pages from a ledger of 
the Sheraton-Carlton Sa 

Mr. Lisuman. The Sheraton-Carlton. 

Mr. Fox. Sheraton-Carlton Hotel. 

Mr. LisHMan. ee does it show that you were occupying a room 
there on May 10, 1955 

Mr. Fox. ‘That is w lt it shows. 

Mr. Lisuaan. And does it show that Mr. Bernard Goldfine also 
was there at the time ? 

Mr. Fox. Yes, it also seems to show that. 

Mr. Wittiams. Mr. Lishman, what city is that ? 

Mr. Lisuman. Washington, D.C. 

Mr. Wuu1aMs. That is the Sheraton-Carlton in Washington ? 

Mr. Lisuman. Sheraton-Carlton in Washington, D.C. Mr. Fox, 
is it a fact that you were at this hotel in Washington on this date and 
that Mr. Goldfine was also present there? 

Mr. Fox. Yes. 

Mr. Lisuman. And while you were staying there was there a meet- 
ing which was attended by you, Mr. Goldfine, and Mr. Sherman 
Adams? 

Mr. Fox. Not precisely. May I explain just what did happen? 

Mr. LisumMan. Yes, sir; you may explain. 

Mr. Witxrams. What was the date of this? 

Mr. Fox. This was May 10, 1955. I had planned to be in Wash- 
ington anyhow on the ordinary business of my newspaper. Mr. Gold- 
fine also had planned to be in Washington so he suggested that we 
stay at the same hotel. When I got there, which was not I think 
at the same time that Mr. Goldfine ; got there, I found that somebody 
had already checked me. That is not my signature on the registration 
slip that you have there. It, I think, must be that of a hotel clerk 
who signed my name when I came in. 

I had a room which was at some distance removed from that of 
Mr. Goldfine on the same floor. He had a small, oh, apartment or 
suite, comprising a bedroom, a very large living room, and a kitchen- 
ette. There was a meeting that took ‘place there but I was not in 
attendance at that meeting. 

Mr. Lisuman. A meeting between whom ? 

Mr. Fox. The meeting was one between Mr. Bernard Goldfine, his 
son Horace Goldfine, whom I met that evening for the first time, and 
Mr. Sherman Adams. 

Mr. Wititams. May I interrupt again? I believe you said you did 
not attend that meeting ? 

Mr. Fox. That is correct. 

Mr. Wittiams. Are you in a position to swear that meeting did 
occur ¢ 

Mr. Fox. Yes; I am in a position to swear that meeting did occur. 
I was invited in at the tail end of that in time to drink a toast to 
whatever business had been arranged at the meeting, and I had been 
invited to help myself to martinis which were in the kitchenette while 
the people at the meeting did conduct their meeting and I could hear 
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voices through the closed door and I knew who were in the room; and 
when the meeting was over, I was invited in so that I was able to ob- 
serve with evidence of my own senses the participants at that? 

Mr. Lisuman. During the course of May 10, 1955, had Mr. Gold- 
fine mentioned to you the fact that one of his mills had been in trouble? 

Mr. Fox. Not in the course of the meeting. When the meeting, 
which lasted for approximately 114 hours, had apparently reached its 
closing stage, Mr. Goldfine came out and invited me in and said, “Let’s 
all have a drink to my friend, Governor Adams. He never lets his 
friends down, and he is not letting me down this time.” 

I was, of course, simply as a matter of courtesy, perfectly bre 
to have a drink with the three gentlemen in the room and we dran 
to Mr. Adams, who never let his friends down. I asked Mr. Goldfine, 
“What is the occasion of this,” and Mr. Goldfine said, “Oh, those so- 
and-so’s at the Federal Trade Commission are giving one of my mills 
and my son and some of my other people a hard time, and Governor 
Adams is going to take care of that for me.” 

Mr. Lisuman. Do you remember any more of the conversation 
that you had with Mr. Goldfine about this matter subsequently to 
this? 

Mr. Fox. Yes. Governor Adams, or then Mr. Sherman Adams, 
took Mr. Goldfine by the arm into a far corner of that room, which 
was a very big room, and they had a whispered but quite active con- 
versation for the matter of a minute or two, and there was no more 
conversation then until after dinner. We had dinner in the room 
and 

Mr. Lisuman. By we, who was at the dinner? 

Mr. Fox. Mr. Adams, Mr. Bernard Goldfine, and I. My recollec- 
tion is that Horace left and then later Mr. Adams left, following 
which, since my curiosity was somewhat piqued, Il asked Mr. Goldfine 
just what his trouble with the Federal Trade Commission was and he 
told me that they had accused him of mislabeling—one of his mills, 
I think it was Strathmore Woolen Mills—of mislabeling his woolen 
fabrics. I asked him just how and he mentioned a fabric called, I 
think it was, guanaco, which he identified to me as being almost the 
same as llama and wool, and it seems that he told me that they had 
gotten their labels mixed and had mislabeled and the Federal Trade 
Commission had started proceedings against him which were quite 
serious, because he had been in hot water with the Federal Trade Com- 
mission before and this was very serious, involving his son and some 
of his other people; and I in the spirit of levity asked him, “Had you 
actually been doing these things that they charged you with,” and 
he said, “Certainly, everybody does. You have to, to stay in business.” 

So I asked him did he think that Mr. Adams could be influential, 
as he put it, taking care of such things. And he said he can do any- 
thing, and he told me he would take care of this and he will take care 
of it. 

Mr. Lisoman. Did you ever have any subsequent conversation with 
Mr. Goldfine about this matter ? 

Mr. Fox. Once at the Parker House in Boston I asked Mr. Gold- 
fine, not that I had any particular reason for doing it, but it popped 
into my head and in the course of conversation and simply as a mat- 

ter of idle curiosity I asked him had Mr. Adams taken care of the 
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matter which was the subject of our conversation at the Sheraton- 
Carlton and he told me that he had. 

Mr. Witi1ams. Approximately when was this? 

Mr, Fox. That happened, I should say, not more than 6 or 7 weeks 
after that conversation, but my memory is hazy on the matter because 
it was not too important to me to remember at the time. It might 
have been as much as 3 or 4 months, but I am certain that it was in 
the same year, 1955. 

Mr. Wituiams. Do you recall whether it was in the fall or the win- 
ter or in the summer? 

Mr. Fox. No, I do not. It isn’t the kind of thing that would im- 

inge itself upon consciousness, especially in view of my very small 
interest in the matter. 

Mr. Lisuman. Mr. Fox, prior to May 1955 had you ever met with 
Mr. Adams and Mr. Goldfine ? 

Mr. Fox. Three times that I can remember. 

Mr. Lisuman. Will you state the approximate times of such meet- 
a, and where they took place ‘ 

Mr. Fox. The first one was at the Algonquin Club in Boston at a 
time when President Eisenhower—not long after his election. 

It might have been the second one. I can’t tell exactly, but I re- 
member the meeting very well because Mr. Adams had arranged for a 

rivate conference between the President and Mr. Goldfine. Mr. 
oldfine had stood up the President by not showing up and when he 
came in Mr. Adams was enraged and asked him what was the occasion 
of it and Goldfine said “Well, I was with some very important people.” 

Mr. Adams said “Who could be more important than the President 
of the United States,” and Mr. Goldfine said “They were customers.” 

That is one oceasion and that is about the whole account of that. 

Mr. LisumMan. Were you present and heard those words # 

Mr. Fox. I was present and heard those words. I was present—— 

Mr. Lisoman. Who else was present ? 

Mr. Fox. Mr. Haggerty. 

Mr. Lisuman. Mr. Haggerty ? 

Mr. Fox. Mr. Haggerty was present in the room where the Presi- 
dent was waiting for Mr. Goldfine. Mr. Sherman Adams was present, 
and I was. Finally, the President 

Mr. LisumMan. Why were you there, Mr. Fox? 

Mr. Fox. I was there because the President wanted, or at least it 
was represented to me by Goldfine, who had gotten it from Adams, 
that President simply wanted to spend a few minutes with the pub- 
lisher of the newspaper with the largest circulation in Boston. 

Mr. Lisuman. I did not mean to interrupt you. You continue. 

Mr. Fox. The President simply decided he would take a nap and 
give up, and I was there when Mr. Goldfine came in and the conversa- 
tion which I have just detailed took place. 

Mr. Lisuman. That was one of the three occasions which you men- 
tioned where you attended meetings where Mr. Adams and Mr. Gold- 
fine were present. 

Would you describe the other two meetings ? 

Mr. Wiu1AMs. Before you leave that one, just a moment, Mr. Fox. 
Did you get to see the President that day ? 

Mr. Fox. Oh, yes. Mr. Adams, who was very much embarrassed 
about the whole thing, brought me in to see the President, oh, to 
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cover up Goldfine’s being late or not showing up, and we talked for 
about 30 minutes. 

Mr. Wiiu1ams. Do I understand, then, that you kept Mr. Goldfine’s 
appointment for him ? 

Mr. Fox. Part of it, and all of my own. 

Mr. Wiriu1ams. You took Mr. Goldfine’s time; is that right ? 

Mr. Fox. That is correct. 

Mr. Witu1ams. Did Mr. Goldfine get to see the President on that 
occasion ? 

Mr. Fox. I think he did not. 

Mr. Wuiurams. Thank you, sir. 

Mr. LisuMaNn. We will come to the next of these meetings prior to 
May 10, 1955, where Mr. Adams, and Mr. Goldfine, and yourself were 
present. Just briefly describe these other two meetings, where they 
took place and the approximate date. 

Mr. Fox. They both took place at the Copley Plaza Hotel in Boston, 
and Mr. Goldfine was in the habit of hiring a couple of rooms at the 
Copley Plaza whenever he wanted to entertain someone, and on two 
occasions of that nature Mr. Adams came to visit Mr. Goldfine and 
Goldfine invited me in briefly. I went and left after a short time. 

Mr. Lisnman. Did Mr. Coldfine ever indicate to you how close he 
was to Mr. Adams? 

Mr. Fox. On many occasions Mr. Goldfine, who likes to use the 
names of influential people, talked about his friendship with Mr. 
Adams. He told me, and repeatedly, that he had known Mr. Adams 
for 20 years, which seems to be at a little variance with what he seems 
to have told other people subsequently. 

I have heard him in Mr. Adams’ presence refer to Mr. Adams as 
one of his closest friends and on one occasion I heard Mr. Adams say, 
and he said it to me, that Mr. Goldfine was his closest friend. 

Mr. LisumaNn. Do you know whether Mr. Adams ever worked for 
any of Mr. Goldfine’s companies? 

Mr. Fox. I do not know whether he did. Mr. Goldfine, however, 
told me that over a period of many years, especially when the Adams 
children were going to school, that he had helped Mr. Adams finan- 
cially and very materially, and I came to the conclusion from that 
that Mr. Adams must have done some services for Mr. Goldfine, but 
that is only a conclusion. 

Mr. Lisuman. Was the Boston Post an applicant for a television 
channel in Boston ? 

Mr. Fox. Yes; it was. 

Mr. Lishman. Will you state the circumstances under which the 
x nee Post application was withdrawn in the proceedings for that 
channel ? 

Mr. Fox. The Post filed a petition for reorganization under the 
Federal Bankruptcy Act and it was unable, therefore, clearly to qual- 
ify financially, and the trustees withdrew its application. 

Mr. Lisuman. In your opinion if two newspapers had remained in 
the comparative hearings as applicants, do you believe that the Com- 
mission could have awarded the channel to either one of those two 
newspapers ¢ 

Mr. Fox. My recollection is that the answer to your question was 
entirely dependent upon, first, what the future policy of the Federal 
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Communications Commission, as such, would be, and, secondly, on 
what the decisions of the courts would be. 

Assume that either the FCC or the courts should decide that it was 
not against public policy for a newspaper to own a TV channel, I 
think that the Boston Post very well not only could have, but prob- 
ably would have been the successful applicant. 

Mr. Lisuman. Is it not a fact that the announced Commission pol- 
icy as show, in some of its decisions, was to the effect that there would 
be a preference g given to diversification of control of mass media com- 
munication and that it was indicated by decisions of the Commission, 
prior to the one on channel 5, newspapers had been denied channels 
on that ground ? 

Mr. Fox. That I think is correct, but the policy was not necessarily 
permanent. 

Mr. Lisuman. I am posing the question that at one stage the Fed- 

ral Communications Commission was faced with the fact in the appli- 

por ae for the channel in Boston that there were two competing news- 
papers as well as four or five other applicants for the channel, five all 
together. Under those conditions, how could the Commission have 
been able to choose as between one of two newspapers to receive the 
channel and still be consistent with their announced policy 

Mr. Fox. In the case of the Post, we published only in the morning. 
The Herald Traveler published twice a day. There is one difference. 

Secondly, they were much stronger than we were financially, and, 
thirdly, and you may not consider this answer responsive. I do not 
projend to be not only an expert but I don’t even pretend to be particu- 
arly well qualified to answer a hypothetical question concerning the 
policies of the Federal Communications Commission. 

Mr. Lisuman. I will ask you another more direct question. Did the 
Herald Traveler do anything to prevent the Boston Post application 
for a channel from being suce cessful ? 

Mr. Fox. It did. 

Mr. Lisuman. What did it do? 

Mr. Fox. In the first place, it was well known, well understood, 
that the Post was being carried by me personally. 

It was no secret that when I bought the Post it was losing a million 
dollars a year and that I had been willing to accept that million dol- 
lars a year loss primarily because of my dislike of communism, which 
I bought the Post to fight. Any attack, therefore, on me individually, 
and especially any affairs of my—or any interests of mine, which 
would make it difficult for me to carry the Post was an attack on the 
Post. 

The Boston Herald Traveler, of course, through its publisher 
Choate, did what I testified to this morning. 

In addition to that, at a hearing before the Federal Communica- 
tions Commission, the counsel, Mr. Dempsey, I think it was, for the 
Boston Herald Traveler, tried to introduce some evidence into the 
record which would have showed the Post Publishing Co. to have been 
in financial difficulties. 

The incident which was the occasion of this had to do with a bank 
in Boston which had, without warning to or knowledge of the Post 
Publishing Co., wrongfully seized money in the Post bank account 
with the result that some checks of the Post had been returned with- 
out even the knowledge of the offices of the Post as it happened. 
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I say “wrongfully” because the bank has only this week settled the 
case and paid damages. 

Mr. Dempsey was denied the right by the FCC examiner to intro- 
duce that evidence or even to ask a question about it. 

Mr. Wi1aMs. Who is Mr. Dempsey ? 

Mr. Fox. Mr. Dempsey is counsel to the Boston Herald Traveler 
Corp. Mr. Dempsey then from the back of the room shouted that he 
offered to introduce this business as proof and waved a couple of 
checks for $1, I think each, in the air, and whereas that, in the opinion 
of all.our counsel, was not admissible and was libelous if printed, 
nevertheless, the Associated Press carried it that night and one of the 
editors of the Herald Traveler telephoned one of our editors and said 
that Mr. Choate, who was a vice president and on the executive com- 
mittee of AP, had ordered the AP to carry that story for the purpose 
of damaging the Post in its TV application and that Mr. Choate would 
be personally responsible for anything that might happen as a result. 

Mr. Lisuman. Did the Socony Mobil affair concerning which you 
testified this morning have anything to do with the fact that ulti- 
mately the trustee in bankruptcy for the Post was appointed and then 
hoe withdrew the application for the television channel ? 

Mr. Fox. There is not the slightest doubt if Socony Mobil had gone 
through with its contract the stock of the Boston Common Garage 
Corp. would have been worth at least $10 million. We had a study 
made by Ramp Buildings, Inc., in New York, whose analytical studies 
have been the basis of, I think, every major garage built and financed 
by publicly sold securities in this country except one, and their esti- 
mate was that this would throw off about $2,300,000 per annum. 

On that basis the stock was worth $10 million. If the stock had 
been worth $10 million, there would have been not the slightest ques- 
tion about the Post’s ability to have built that television station and 
to have carried on its own affairs just beautifully. 

Mr. Wiiu1ams. Mr. Lishman, may I interrupt at this point for one 
question ¢ 

Mr. Lisuman. Yes. 

Mr. Witit1aMs. You stated a moment ago that one of the editors, I 
believe, in the Associated Press called one of your editors. 

Mr. Fox. No, sir. I have testified that one of the editors of the 
Boston Herald Traveler Corp. in Boston called one of our editors. 

Mr. Witi1ams. Now would you give us the names of these two 
gentlemen ¢ 

Mr. Fox. I would have to check that. I didn’t expect that question, 
and it is now—— 

Mr. Wriu1aMs. It is very pertinent to our inquiry. 

Mr. Fox. It is now a number of years. I will try to check that. 

Mr. Wiiu1ams. Would you supply the names for the committee ¢ 

Mr. Fox. Yes; I will. 

(Information not furnished.) 

Mr. Lisuman. Going back to Mr. Goldfine, did he ever tell you 
that the East Boston Co. was having difficulties with the Securities 
and Exchange Commission ? 

Mr. Fox. He didn’t have to tell me that. It was widely publicized 
in the newspapers in Boston that the Securities and Exchange Com- 
mission sah Mr. Goldfine and the East Boston Co. were having a 
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ood deal to do with one another in the Boston Federal court. We 
id talk about it, however, on many occasions. 

Mr. LisumMan. Well, what was the substance of your talks? 

Mr. Fox. Before July 8, 1955, when I had been friendly with Mr. 
Goldfine and wanted to be of as much help as I could to him, as I 
would for anybody else with whom I was friendly, I told Goldfine 
that he was riding for a very hard fall in the matter of the East 
Boston Co. 

I had taken the trouble to look at the latest balance sheets of the 
company and Boston Port, and found that they were 8 years out of 
date. I had known something about that East Boston Co. because my 
first—because my only purchase of the stock was in—I think it was 
December of 1936. I had, myself, bought 100 shares of the stock and 
sold it again. I had spent 20 years in the investment business. I 
knew a good deal about the Securities and Exchange Commission, and 
I asked Mr. Goldfine how long he thought that he could get away 
with what he was doing to that company. And he said he had good 
lawyers and they would take care of it. 

Well, they apparently weren’t taking very good care of it because 
it wasn’t very long after that that Judge Wyzanski, I think, imposed 
a $20,000 fine, and my recollection is it was for criminal contempt on 
the East Boston Co. 

I told Mr. Goldfine once again that he was certain to get into very 
serious difficulties, that he was morally wrong in having tapped the 
till of the corporations over so many years, so consistently that there 
was nothing left in them despite the fact that many millions should 
obviously have been in them. And he asked me my advice, and I— 
this is simply on a casual conversation, a friendly basis—told him 
that the best thing that he could do would be to get in top-grade 
certified public accountants who were completely inleptndeal: what- 
ever he had taken out of the corporation, put back in or at least list 
it as a receivable from himself; go to the SEC, make a clean breast 
of the whole thing, and then offer restitution to the stockholders. 
And he told me he didn’t have to do anything for the stockholders, 
that he hadn’t done anything for the stockholders for a good many 
years and he wasn’t going to do anything now, and that was that. 

We had one or two other conversations. The thing kept making 
the newspapers rather constantly in Boston. The wading privileges 
were suspended. I don’t know the exact chronology of the conversa- 
tions, but there were many. And then in the course of time he told 
me that as long as Mr, Adams was in the position that he was in he 
didn’t have to worry about the SEC, and that everybody who had 
given him the same kind of advice I had—and apparently other 
people had given the same advice to him over the years—had been 
wrong. So he simply would proceed to do as he sweet well pleased, 
and that was that. So I stopped talking to him about it. 

Mr. Lisuman. And were these conversations prior to July 1955? 

Mr. Fox. Most of them were, but I think that perhaps there were 
one or two mentioned after July 1955, but they certainly weren’t on 
a friendly basis. I think that after July of 1955 they were more 
along the lines of, “well, it’s a pretty mess you have gotten yourself 
into, and you’ve got no one to blame but yourself.” 

Mr. Lisuman. Did he ever mention Mr. Adams in connection with 
the SEC problem ? 
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Mr. Fox. Yes. As I just said, he told me as long as Mr. Adams was 
in the position that he was, that he had nothing to worry about as far 
as the SEC was concerned because Mr. Adams would make sure that 
nothing happened to him. 

Mr. Lisuman. Now, Mr. Fox, a few questions back you mentioned 
the fact that Mr. Goldfine had been “tapping the till,” I think, were 
the words used. 

Mr. Fox. That’s correct. 

Mr. Lisuman. How did you know that he was doing that? 

Mr. Fox. Because a long time earlier, back in 1936 when I had 
bought 100 shares of the Stock of East Boston Co., I had looked into 
this company a little bit and I know that the till had been tapped. I 
talked to Mr. Goldfine about many things that puzzled me, which 
were of much more recent vintage, such as what had happened to the 
175,000 shares of the stock of Eastern Racing Association, which is 
the company that operates the Suffolk Downs Race Track, which 
should have been in an East Boston Co. subsidiary, Boston Port De- 
velopment Co. And I also asked him what happened to the several 
millions of dollars that had come into the corporation through the 
sale of land to the Commonwealth of Massachusetts for the East 
Boston Airport, and to the U.S. Navy, and how he had the gall to 
have put just about not a cent of his own money into a company 
‘alled the Little Building in Boston, a very profitable building, and 
still continued to do it and ignore his stockholders. He said they 
weren’t entitled to anything anyway and he didn’t intend to give 
them anything, and why don’t I mind my own business, or words to 
that effect. So I started to mind my own business, and that was 
about the end of the conversation with him. 

Mr. LisomMan. While you were publisher of the Boston Post, did 
you ever publicize any of these matters? 

Mr. Fox. Yes; I did. 

Mr. Lisuman. Do you know how this 175,000 shares of the Eastern 
Racing Association was acquired ? 

Mr. Moss. I wonder if I might inject for a question because I be- 
lieve that an error has been made. 

Did I understand you to say that the trading in East Boston stock 
was suspended ? 

Mr. Fox. Trading privileges were suspended and at this moment 
they are suspended. 

Mr. Lisuman. By the stock exchange. 

Mr. Moss. By the stock exchange? When wasthe date? 

Mr. McLaveuturn. August 1955. 

Mr. Moss. 1955. 

Mr. Lisuman. Do you remember the question ? 

Mr. Fox. Would you repeat it ? 

Mr. LisomMan. Will you repeat the question, please ? 

Mr. Fox. I think you asked me how did I know that 175,000 shares 
of the stock of the Eastern Racing Corporation should have gone into 
that company in the first place. 

Mr. Lisuman. Yes, how it was acquired; yes. 

Mr. Fox. When the Eastern Racing Association was formed, it was 
formed certainly with a minimum of cash. 

Mr. Lisuman. Is this the association that owns and operates the 
Suffolk Downs Race Track ? 








4110 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Fox. Yes; and instead of giving cash or paying in cash for some- 
thing like 12 acres of land on which that Suffolk Downs horse track is 
now located, they gave their note for $500,000 and 5,000 shares of the 
common stock of Eastern Racing Association to Boston Port Dev elop- 
ment Co., which is a subsidiary of East Boston Co. 

The trick was a great success, so great that in a matter of something 
like 28 months they were able to pay their $500,000 in notes, which went 
a the Boston Port Development Co., which left Boston Port with 

25,000 or $550,000 more or less, including interest, for which they 
bales 12 acres of land, but it also left them with 5,000 shares of 
stock and the stock was split 35 for 1 

I do not remember the exact date, but it was split 35 for 1, so that 
the 5,000 shares became 175,000 shares. And those shares never did 
go into the treasury of Boston Port Development Co. 

They have since sold as high as six, a six bid, which is a value of 
$1.650 million, and they have since paid $1 million in dividends, which 
gives them a value of $2,050,000, and there was no accounting for it. 
It simply disappeared, and, if I may say in passing, that is one of the 
things for which I am accused by Mr. ‘Sears and Mr. Robb of being 
wildly wrong about. However, the fact is that the shares are not 
there—they should be there—and nobody knows where they are. 

Mr. Lisoman. Nobody knows where these shares are ? 

Mr. Fox. That is correct. 

Mr. Lisuman. Is there any record on the books of the Boston Port 
Development Co. showing that they sold or assigned these shares for a 
valuable consideration to : anyone ? 

Mr. Fox. Not that the public saw, and I think I don’t need to re- 
mind you, Mr. Lishman, that getting a look at the books of any of Mr. 
Goldfine’s companies is a very difficult proposition. 

Mr. Lisuman. I understand that, but why wasn’t this reflected in 
annual reports to the stockholders 

Mr. Fox. That is a question that many people would like to know, 
but the Securities Act of 1934 antedated these acts and I can only 
suggest that for a period of sali like 22 years that the Securities 
and Exch: ange Commission has not been much more effective in the case 
of Mr. Goldfine than it seems to be at the moment. 

Mr. Lisnaan. While you were publisher of the Boston Post, did 
you publicize these matters about the Eastern Racing Corp. ? 

Mr. Fox. We started to, and gave a good deal of publicity to that 
very business, and I think—in fact, I know- it was our articles on that 
particular company which resulted in the suspension of the stock 
from raiding by the Boston Stock Exchange. 

Mr. Lisnman. Did the SEC ever show any interest in the publicity 
you gave to these transactions, either the regional office or the Wash- 
ington office ? 

Mr. Fox. It wasn’t any of the regional office’s affair, this being 
strictly a Washington affair. And of my own knowledge, I do not 
know—I know only what the secretary of the Boston Stock Exchange 
had told everybody who was there. 

Mr. Lisuman. Mr. Fox, do you know of a Mr. William McDonald, 
who died in 1948 ? 

Mr. Fox. I know who he was. 

Mr. Lisuman. Was he an associate of Mr. Goldfine in any of these 
transactions ? 
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Mr. Fox. Oh, yes. 

Mr. Lisoman. Would you state what you know concerning the busi- 
ness relationships of these two men ? 

Mr. Fox. Mr. Goldfine met Mr. McDonald in 1918. In 1928, I am 
informed, and believe, that Mr. McDonald bought a working control 
of about 60,000 shares of East Boston Co. from a man named Eugene 
Foss, who was an ex-Governor of Massachusetts, and the price was 
about 50 cents a share. 

Immediately thereafter Mr. McDonald became president of East 
Boston Co. This, I think, was in 1928. Mr. Winthrop Scudder was 
made a director of a brand new company that was formed, Boston 
Port Development Co., the formation of which resulted in the looting 
of 49 percent of all of the assets of East Boston Co. from that com- 
pany in one stroke. 

The East Boston Co., which had owned its assets—which are ex- 
clusively real ests 1te—direet ly in 1928, changed all of its assets for 
only 51 percent of the stock of the new company, Boston Port Devel- 
opment Co., which meant that since somebody else got the other 49 
percent. At one stroke, 49 percent of the assets were gone. 

This, as far as I know, was never explained to the stockholders. 

Therefore, and until the di 8— 
you can help me on that I am ,» Mr. MeDonald was the 
nominal head of the East Boston Co. ~ During the whole period about 
which I am talking this stock was listed on the Boston Exchange, 
which is a national exchange subject to the regulation of the Securities 
and Exchanges. 

During this time, many hundreds of thousands of dollars were taken 
from Boston Port Development Corp. by Mr. McDonald, who signed 
notes, which were unpaid when he died, by Mr. Goldfine—who hasn’t 
paid them yet. The money came out in large chunks over a period 
of at least 6 years. 

And each time a check was drawn to Mr. McDonald, a similar check 
was drawn to Mr. Goldfine. Mr. McDonald would put a note into the 
corporation for the amount he withdrew. 

Mr. Goldfine would put a note into the corporation for the amount 
he withdrew. 

The amounts were not the—they were identical on each occasion. 
But they were not the same from occasion to occasion. 

Miss Paperman who has testified before this committee drew the 
checks. She testified in the U.S. Federal district court in Boston re- 
cently that despite the fact that a hundred thousand dollars had been 
withdrawn in this manner, it never occurred to her that there was any 
significance—that identical amounts were being withdrawn at identi- 
‘al times over a long period of years by Mr. Goldfine and Mr. McDon- 
ald. 

There were numerous straws, one of whom is now non compos 
mentis, some of whom are dead, who received money running into 
the hundreds of thousands of dollars from Boston Port Development 
Co. for which they gave notes, and the notes, in all cases, have not been 
repaid. 

What the deal was between McDonald and Goldfine no one knows. 

The only thing that is true, however, is that the only stock that 
McDonald had at any time is now held by Goldfine. Nobody knows 
how Goldfine acquired that stock. But one of three things has to 
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be true: they held it together; it was Goldfine’s in the first place; or 
it was McDonald’s in the first place and Goldfine got it from McDon- 
ald in some way that nobody understands. 

That is the relationship between McDonald and Goldfine as far as 
the record is concerned. 

And there is no question about the facts. They are all a matter of 
sworn testimony in the U.S. Federal court in Boston. 

Mr. Lisuman. Can you state to your knowledge when Mr. Goldfine 
began to acquire stock of the East Boston Co. ? 

Mr. Fox. I know only what he told me, and that was that he began 
to acquire it in 1928. 

Mr. Lisoman. Now, Mr. Fox, did you furnish a sworn statement 
to a Federal agency concerning the matters which you have just 
testified to? 

Mr. Fox. Concerning a good many of them. 

Mr. Lisuman. Will you please state to whom you gave this sworn 
statement, and when, and what action was taken on it ? 

Mr. Fox. I want to be very clear—I want the committee to be very 
clear concerning exactly what is covered in the scope—or what is the 
scope of the question as I conceive it, which, of course, will auto- 
matically cover the scope of my answer. 

On July 11 and July 23 in 1956 I gave to the Federal Bureau of 
Investigation a sworn statement concerning a good many of the mat- 
ters concerning which I have testified today. But we have covered 
so much ground that it would be difficult, if not impossible, in answer- 
ing this question to say exactly what was the subject of my sworn 
statement. 

Mr. Lisuman. What action did the FBI take on this sworn report 
made by you? 

Mr. Fox. Well, they do not take me into their confidence, so I don’t 
know. 

Mr. Wittrams. Mr. Lishman, the bells have rung for a vote. 

Mr. Lisuman. I have one more question. 

Mr. Witu1aMs. All right. 

Mr. Lisoman. Did Mr. Goldfine ever tell you he had purchased 
securities for any public official ? 

Mr. Fox. Yes. He told me that it was his habit to purchase secu- 
rities for public officials, which was one of the ways he was able to 
help them in return for help that they gave him. 

Mr. Lisuman. Did Mr. Goldfine ever tell you for whom he had made 
such purchases of securities ? 

Mr. Fox. Two people: Ex-Gov. Paul Dever of Massachusetts. In 
that case I know that he purchased securities for Mr. Dever, be- 
cause he purchased them from me. And I delivered the securities 
against cash. And that was for Mr. Dever. 

The other one, I know only what Mr. Goldfine told me. And that 
was that he had bought interests in various ventures for Mr. Adams. 

Mr. Lispman. Do you know what those ventures were ? 

Mr. Fox. Only generally. And that is because he had told me— 
he did tell me from time to time that Mr. Adams in one way or another 
had some interest in some of his mill properties or the profits thereof. 
He did not specify how. 

Mr. Lisaman. About what time did Mr. Goldfine make these state- 
ments to you ? 
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Mr. Fox. This wasn’t too long after I first knew him. And he told 
me that at the time when he actually had purchased some securities 
for ex-Governor Dever which I delivered. Because I knew that Mr. 
Goldfine was paying for the securities but 50 percent of them were 
for the account of Mr. Dever. I asked him what the ee was, 
And he explained to me that in his opinion it was perfectly legitimate 
for him to take care of his friends that way. And it was then, about 
then, and in a period not too long thereafter, that he told me he had 
done that in the past. 

Mr. Lisuman. Did those shares of stocks include the U.S. Leather 
Co. stock ¢ 

Mr. Fox. The stock that I sold to Mr. Goldfine was U.S. Leather 
stock. 

Mr. Lisoman. Was that the stock for Mr. Dever? 

Mr. Fox. Half of it was. There were 2,000 shares. One thousand 
was for Mr. Dever. One thousand was for Mr. Goldfine. 

Mr. Lisuman. About what year was that? 

Mr. Fox. That was, I think, in 1953, in January. 

Mr. Witu1ams. Mr. Lishman, I am sorry to interrupt. But the 
committee is going to have to recess in order to vote on a measure 
that is presently on the floor of the House. 

I notice by my watch that it is approximately 4 o’clock. The com- 
mittee will recess until around 4 :25 o’clock. 

(Recess. ) 

The Cuatrman. The committee will come to order. 

In view of the fact that there are suspensions being considered in 
the House of Representatives now, this committee cannot conduct any 
further business this afternoon. 

The committee will adjourn this afternoon until 10 o’clock in the 
morning at which time Mr. Fox will be back on the witness stand. 

Now, it had been my purpose and intention to conclude the testimony 
of Mr. Fox today, and we had already arranged to have the Securities 
and = gage gs Commission to be back here in the morning at 10 
o’clock. 

In view of the interruption today and the circumstances that we 
have not any control over whatsoever, that arrangement, of course, 
cannot be carried out. So, Mr. Lishman, will you advise the Chairman 
of the Securities and Exchange Commission that we did not conclude 
with Mr. Fox today. And we wil, therefore, have to arrange to have 
them at a later date, probably Monday next. 

Mr. Lisuman. Yes, sir. 

The CHarman. With that understanding, the committee will ad- 
journ until 10 o’clock in the morning at which time, Mr. Fox, you will 
resume the witness chair. 

(Whereupon, at 4:20 p.m., the committee recessed. ) 
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House or REPRESENTATIVES, 
SprcraL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m., in the 
caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee presiding). 

Present Representatives Harris, Williams, Flynt, Moss, Wolverton, 
O’Hara, and Bennett. 

Also present: Robert W. Lishman, counsel to the subcommittee ; 
Joseph T. Conlon, subcommittee attorney ; ; Stuart C. Ross, committee 
consultant; Francis X. McLaughlin, subcommittee attorney ; and Her- 
man C. Beasley, subcommittee clerk. 

The CHarrman. The committee will come to order. 

Mr. O’Hara. 

Mr. O'Hara. Mr. Chairman, I would like to make a short statement 
for the record. 

Mr. Chairman, when we recessed yesterday at noon we were to meet 
at 2 o’clock. When the House met and when the House voted down 
the rule on the omnibus agriculture bill, the committee then found it- 
self confronted with a number of suspensions from our own committee. 
I spoke to the chairman, and he indicated to me that this further meet- 
ing of this subcommittee would not be held. 

I did not know until the rollcall on one of the suspensions that in 
the meantime the committee had gone into session. Therefore, I was 
not present, with the understanding I had had with the chairman, 
during the testimony which was adduced yesterday afternoon. 

Mr. Chairman, we considered the requests of the attorneys for Mr. 
Goldfine with reference to rule XI. I think the committee, under 
the copy of the written statement which the witness had, perhaps 
was justified in holding an open session. But, Mr. Chairman, it de- 
veloped in the examination yesterday afternoon—and, with the cour- 
tesy of the chairman, I got a copy of the transcript. 

t seems quite obvious to me that certain testimony yesterday ad- 
duced at the session of yesterday afternoon should have been received 
in executive session because at least two persons, in my opinion, were 
charged, under this witness’ testimony, with violation of the criminal 
statutes of the United States. 

Mr. Chairman, I am going to ask the chairman for a ruling this 
morning of what rule XI does mean to this committee. 
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I have always been a great believer in the right of full investigation, 
pertinent investigation and relevant investigation by any congressional 
committee, but, Mr. Chairman, I do think, in the light of what trans- 
pired yesterday afternoon, that the committee should consider whether 
any further testimony by this witness should be taken in executive 
session. 

It is my understanding—and I have just seen a copy of the letter 
which the counsel made of the other request that the committee go 
into executive session and that they be permitted to have the right to 
cross-examine. 

I realize the committee will have to dispose of this in an orderly 
way, but I do say that if we are confronted with testimony under 
rule XI of the House that would tend to defame, degrade or incrim- 
inate any person, that it shall be in executive session. 

I have concluded, Mr. Chairman. 

The CHarrman. First, permit the Chair to state that, with ref- 
erence to the gentleman’s statement regarding the hearing yesterday 
afternoon, the Chair had no way of knowing what action the FLouse 
would take on the rule with reference to the agricultural bill. It is 
a very rare thing that a rule on a bill does not prevail, and it was the 
intention of the Chair for the committee to resume its session in order 
to expedite these hearings. 

As I have been requested on many, many occasions, in order to 
carry out the demands and requests for expedition and to conclude 
these matters, it is my purpose, of course, to continue the hearings 
during the general debate. The rule did not prevail. 

The gentleman’s understanding was correct because I was impor- 
tuned on every side yesterday as to what to do—what to do with the 
railroad bill, the other six bills on the agenda for consideration, and 
we found ourselves in a very tight spot even getting all the informa- 
tion over there to meet the requirements of the House as we were 
called upon. 

Consequently, in an effort to try to get all that information together 
and get the staff to get the information to us in order that we might 
be ready when we were called upon in trying to meet the request not 
only of this committee and other Members of the House, I did tell 
the gentleman that we would have to hold up this committee over 
here until we had gotten through with that. 

We had the first three suspensions. There were 17. The other three 
did not come until the concluding hours of the session, which was 
late yesterday afternoon. Then, when those first three had been dis- 
posed of, Mr. Williams and Mr. Bennett and others were around me 
and asked if they should come ahead and proceed, and I said, “Well, 
go ahead and get the other fellows and I will come when I can.” 

That is precisely what happened. If anyone has been deprived of 
his right with reference to the hearing yesterday afternoon, all I can 
do is to quote precisely what the situation was. 

Mr. O’Hara. Mr. Chairman, I want to say in fairness to you that 
I realize you did make a statement to me that the hearing would be 
deferred. As I understood, there would be no hearing. I did not 
know until I later found out during the intermission or during the 
rolleall of one of the bills. I realize that the chairman was under a 
great deal of stress and strain, and I know there was no bad faith 
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on his part. It was something that happened that I wish had not 
happened. 

The Cuamman, I can assure the gentleman that it was no intention 
of mine to deprive him or any other member. There were at least 
four of the members of the committee around me. I suggested includ- 
ing a member of the minority. And each one of them would bear out 
the statement I made to get the other members to go ahead and I 
would come as soon as I could. 

Mr. O’Hara. Mr. Chairman, at the same time I had the respon- 
sibility, as the ranking member present of our committee, to take 
part in the parliamentary procedure which went on before the House, 
and, therefore, in good faith, I did not know anything about it. 

The Cuatrman. I fully realize that. I fully realize what the 

ntleman has said to be true, and I certainly will in the future do all 

can, as I have in the past, to protect the rights of everyone, recogniz- 
ing the responsibility of each member of the committee. 

Mr. O’Hara. Mr. Chairman, are we going to have a session of the 
committee this afternoon ? 

Mr. CuHarrMan. We cannot have a session of the committee this 
afternoon. The House will be in session. The first business before the 
House will be a conference report on the excise tax extension; the 
second, as I understand it, will be a conference report on the mutual 
security program ; and then our committee has a bill, a very important 
bill, referred to as the transportation bill, commonly known among 
some as the railroad bill. We will bring that up under the rule. There 
will be 2 hours’ debate, and then the bi!l read for amendment. Con- 
sequently, this committee cannot have a session this afternoon. 

Does the gentleman wish to pursue the matter with reference to 
rule XI? 

Mr. O'Hara. Yes. 

Mr. Chairman, I presume the committee is confronted again with 
the request of the attorneys for Mr. Goldfine—Mr. Robb and Mr. 
Sears—having to do with this very problem, and I presume the chair- 
man has read the record of yesterday afternoon the same as I have 
and I feel that there is some very serious question whether some of 
that testimony should not have been adduced in executive session, and 
T would like to have a rule from the chair with reference to that 
matter. 

The Crarrman. First, permit the Chair to say that he fully rec- 
ognizes the importance of the matters that are being presented during 
the course of these hearings. 

I have constantly stated that this committee is interested only in 
information that is relevant and pertinent to the objectives and pur- 
poses of the investigation, and matters that are relative only in con- 
nection with showing what the final action or result was are to be 
considered and received only in the light of how they affect. and explain 
the entire problem. 

This committee, and particularly the Chair, has been accused of 
trespassing on the Rules of the House. That accusation was made 
on the floor of the House during a debate a couple of days ago, and 
I want to make it perfectly clear that it has been my intention to follow 
the Rules of the House as I construe them. I do not think that there 

32090—59—pt. 11——3 
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have been any instances when the Rules of the House have been trans- 
gressed at all. 

It shall be my position, as chairman, in the future to strictly follow 
and strictly construe the rules that have been laid down and which 
are presently set. 

On two occasions—I believe at least two, maybe more—I have been 
asked, as chairman of the committee, that this committee receive cer- 
tain testimony in executive session based on rule XI, paragraph 25, 
clause (m). That language has been quoted in this record time after 
time. 

I call attention again to the language of the rule, paragraph 25, 
which reads, and I quote: 

If the committee determines that evidence or testimony at an investigative 
hearing may tend to defame, degrade, or incriminate any person, it shall receive 
such evidence and testimony in executive session. 

I think the record is very clear that on the occasions that I have 
been requested that such testimony be taken in executive session I 
have called the committee into executive session and presented the 
matter each time to the committee, and each time the committee has 
made such decision. 

The day before yesterday we had such a request, and I called the 
committee together yesterday morning. The gentleman has just men- 
tioned the action of the committee. 

Now the Chair feels that he has complied with rule XI thus far in 
every respect. 

This morning I have a letter from the attorneys of Mr. Goldfine, 
again recalling the letter of June 2 5, and stating the situation as has 
alre: ady been stated here. They also request that if any additional 
testimony to be developed by the committee counsel be taken, it 
should be in executive session. 

Of course, the Chair will certainly pass on that when we reach it, 
and certainly will strictly construe the provisions of the rule. 

Mr. Lishman, do you have any further questions? 

Mr. Lisuman. Yes, I have a few questions. 

The CuHarrmMan. May I inquire if it is along the same lines of the 
questions thus far? Or do you have additional subject matter to be 
presented ? 

Mr. LisuMan. I have additional subject matter and also clarification 
of certain of the witness’ testimony yesterday. 

The Carman. The Chair will permit you to proceed with refer- 
ence to clarification of the witness’ testimony yesterday. But, as to 
the new or additional matter, it will be necessary for the Chair to 
see what it is. 

Mr. Lisuman. Mr. Fox, do you know of any connection between the 
Boston Herald-Traveler and Mr. Bernard Goldfine ? 


TESTIMONY OF JOHN FOX, NEWTON CENTER, MASS., FORMER 
PUBLISHER OF THE BOSTON POST, BOSTON, MASS.—Resumed 


Mr. Fox. The only connection that I know, of my own knowledge, 
between the Boston Herald-Traveler and Mr. Goldfine is a possible 
connection between the counsel for the Boston Herald-Traveler or a 
member of the firm of counsel of the Boston Herald-Traveler in whose 
name stands a very sizable block of the stock of East Boston Co. 





at 
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Mr. Lisuman. Mr. Jenks? 

Mr. Fox. Marcien Jenks. I think that name is spelled M-a-r-c-i-e-n 
J-e-n-k-s. I will not guarantee that is the way it is spelled, but I 
think that it is the way it is spelled. 

Mr. Lisuman. And he has been clerk of the East Boston Co. ? 

Mr. Fox. Mr. Marcien Jenks, who is a member of the firm of Choate, 
Hall & Stewart—the Choate in that firm is, of course, of the family of 
Robert Choate, publisher of the Herald-Traveler. 

Mr. Jenks was for a considerable period of time the secretary or, as 
we call. it in Massachusetts, the clerk of the East Boston Co:, and 
at that time and since that time more than 20,000 shares of stock of the 
East Boston Co. which are owned by Mr. Goldfine have stood and do 
stand in the name of Mr. Jenks. Mr. Jenks, as I said, is a partner of 
Choate, Hall & Stewart. 

Mr. Lisuman. How do you know that fact ? 

Mr. Fox. Because the stockholders’ list of East Boston Co. is an 
exhibit in the U.S. District Court for the District of Massachusetts, 
and I have examined that myself. Mr. Jenks is on the stockholders’ 
list as owning the stock which Mr. Goldfine has testified before the 
same court belongs to him. 

I should say holding; not owning. 

Mr. LasumMan. Mr. Fox, is Mr. Jenks still the clerk of the East 
Boston Co.? 

Mr. Fox. No, he is not. 

Mr. Lisuman. When did he resign? Do you know? 

Mr. Fox. My recollection is that he resigned sometime in 1952 
under very unusual circumstances. 

Mr. Lisuman. And do you know the facts attending upon his res- 
ignation? I believe it was in October 1952. 

Mr. Fox. I know what he told me and I know what I verified sub- 
sequently in his conversation with me. 

Mr. Lisuman. How did you verify his conversation ? 

Mr. Fox. I talked to Mr. Henry— 

Is it Taylor? 

Tracy— 

He has appeared before this committee. 

Secretary of the Boston Stock Exchange, and confirmed from him a 
good deal of what Mr. Jenks told me. 

Mr. Lisuman. What did Mr. Jenks tell you about his resignation 
as clerk of the East Boston Co. ? 

Mr. Fox. Mr. Jenks told me that as clerk and, of course, an officer 
of the East Boston Co. he had repeatedly not only brought to the at- 
tention of Mr. Goldfine that there were obligations imposed by the 
Securities Act of 1934 to make reports to the Boston Stock Exchange, 
but the U.S. Securities and Exchange Commission and the stock- 
holders of East Boston Co. 

He told me that those reports had not been made. He told me that 
he had had many conversations with Mr. Tracy of the Boston Stock 
Exchange and many more conversations with Mr. Goldfine, and 
that, despite his repeated and insistent demands that Mr. Goldfine 
make known to the shareholders of East Boston Co., which was fully 
registered on a national securities exchange, that Mr. Goldfine, just 
as many times as he was requested by Mr. Jenks to file the reports 








4120 REGULATORY COMMISSIONS AND AGENCIES 


required by law, refused to do so, and that, finally, Mr. Jenks said to 
Mr. Goldfine: 


I refuse to continue to be a party knowingly to a course of conduct which 
— subject me to criminal responsibility, and you must either file or I’ll get 

Mr. Goldfine said, “Get out.” 

And those are the facts. Mr. Jenks did get out. He resigned for 
that reason. 

Mr. Lisuman. Mr. Fox, yesterday you testified about certain occur- 
rences in July and August 1956 concerning the activities of the Se- 
curities and Exchange Commission in connection with a proposed 
issue by the Post Publishing Corp., or a proposed new company, Post 
Securities Corp., and the $4 million notes which were going to be 
secured by what you called 10 miles of crude gas in what is known as 
the Rockton-Luthersburg gasfield. Is that correct ? 

Mr. Fox. That is correct—of leaseholds, of that gasland. 

Mr. Lisuman. What was the purpose of your attempting to issue 
such $4 million in notes? 

Mr. Fox. There had been imposed upon me $1,600,000 of jeopardy 
Federal income tax liens. 

The Cuatrman. Mr. Lishman, what is the purpose of this line of 
questioning about the gas leases and so forth in connection with these 
matters before the Federal Communications Commission, or their 
relationship to the Securities and Exchange Commission ? 

Mr. Lisuman. The purpose of this inquiry is to show the pro- 
cedures followed and the actions taken by the SEC in this particular 
instance, at variance with the way it handled similar situations. 

The CHarmMan. Very well, you may proceed. 

It does not seem to the Chair that he is testifying much about what 
the SEC is doing. 

Mr. LisumMan. We are leading up to that. I am asking him the 
purpose of it. 

The Cuarrman. All right. 

Mr. Lisuman. We will come directly to what the SEC did in this 
matter. 

Did representatives of the SEC call upon you in Boston in con- 
nection with those notes ? 

Mr. Fox. They first telephoned me, and then called upon me in 
Boston. 

Mr. Lisuman. What men from the SEC called upon you in Boston ? 

Mr. Fox. There were two men. One was named Joseph Barlock, 
B-a-r-l-o-c-k. The other was named Benjamin Levy, L-e-v-y. 

At approximately quarter of 5 on Friday afternoon—I think the 
date was August 10, 1956—I got a telephone call from Washington, 
and Mr. Barlock was on the telephone. Mr. Barlock notified me 
that he was of counsel—by that I mean he was an attorney who worked 
for the SEC—and he told me that a proposed issue of $4 million worth 
of notes to be secured by the acreage of Rockton Drilling Corp. in 
the Rockton-Luthersburg field, which at that time was proven, would, 
if the Post Publishing Co. actually attempted to consummate this in- 
stance, be immediately met by an application, U.S. Federal district 
court in Boston, for a restraining order known as a fraud order in 
the securities trade. 
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Mr, Lisuman. Was this issue proposed as purely an intrastate issue 
within the State of Massachusetts ? 

Mr. Fox. The issue was very carefully and specifically presented 
to prospective buyers as an entirely intrastate matter. 

r. LisumMan. Had the SEC investigated the financial condition of 
the issuer in this case before they notified you they were going to seek 
this fraud order? 

Mr. Fox. The SEC had investigated nothing and had no informa- 
tion whatever. 

Mr. Lisnman. Did Mr. Barlock tell you that, regardless of the 
legality or illegality of the proposed issue, he*was going to seek the 
fraud order? 

Mr. Fox. He told me exactly that. But he told me a good deal 
more. He told me that, intrastate or not, that, regardless of any and 
all circumstances and conditions, that, regardless of whether there 
had ever been any precedent for this course of conduct in the whole 
history of the two Securities Acts, that the Securities and Exchange 
Commission, with or without information concerning the securities 
to be issued, that the Securities and Exchange Commission would 
apply to the Federal court for a stop order on the basis of fraud. 
And he told me that in those circumstances, if the Post wanted to 
offer the securities, go ahead and see what happened. I told him I 
knew what would happen. 

Mr. Lisuman. Now, as a result of Mr. Barlock’s threat that he 
would go into the Federal court and get a fraud order, what happened 
to the proposed issue of $4 million ? 

Mr. Fox. It never was made. 

And I remember one more thing which is of the most vital 
importance. 

I asked Mr. Barlock why he was taking this extraordinary action— 
first, why he had called me almost at 5 o’clock on a hot summer’s 
Friday afternoon. And he told me that one, Mr. White, who he 
identified as being the expert of the Securities and Exchange Com- 
m'ssion—now I’m not sure the name “White” is exactly right; I think 
there was a “White” in the name. It might have been Whitely or 
Whitehead or something of that nature—had decided that there was 
no. gas in the Rockton-Luthersburg field; so there was no security 
for the notes that we intended to issue. 

Mr. White was wrong. Since that time the field has put out 
approximately $20 million worth of gas, and most of that gas could 
have come from the properties that we proposed to pledge. 

That is from memory. I did not expect this line of questioning, 
and I have not checked my records in Boston, but that is approxi- 
mately correct. 

Mr. Lisuman. I have no further questions, Mr. Chairman. 

Mr. Bennerr. Mr. Chairman, could I clear up a matter? 

The Cuatrrman. Yes, Mr. Bennett. 

Mr. Bennett. Mr. Fox, had you and your firm filed an application 
to register these securities with the SEC prior to the time you are 
talking about ? 

Mr. Fox. The answer to that is “No.” But I would like to know 
what you mean by my “firm.” 

Mr. Bennett. I thought your statement said that the issue of these 
notes had been by your newspaper. 
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Mr. Fox. That is correct. 

They had not filed any application for exemption. That was un- 
necessary. ‘There was no basis for jurisdiction by the SEC. 

Mr. Bennerr. Were you going to sell these securities to the public? 

Mr. Fox. Only within the State of Massachusetts. 

Mr. Bennett. But you were going to offer them for public sale? 

Mr. Fox. Yes; onan intrastate basis. 

Mr. Bennett. But you were to offer them to the public? 

Mr. Fox. That is correct. 

May I say that before we decided to offer them we had checked the 
policy of the Securities and Exchange Commission from the begin- 
ning, and no such sale at any time from the beginning of the Secu- 
rities Act of 1933 had ever been held to be subject to the jurisdiction 
of the SEC, even by the Commission itself. 

Mr. Bennerr. What do you mean by the sentence on page 10 of 
your statement? You are referring to this situation. You say: 

Because of that, the Boston Post advertised, subject to a registration with 
the Securities Division of the Massachusetts Department of Public Utili- 
ties * * * 

You mean you had filed an application with the Securities Divi- 
sion of the Massachusetts Department of Public Utilities? 

Mr. Fox. I just found my statement, Mr. Bennett. 

Mr. Brennerr. On page 10. It is in the third paragraph on page 
10. 

Mr. Fox. The third paragraph on page 10. 

Mr. Bennett. Were you talking about the amount of $4 million ? 

Mr. Fox. Are you talking about the statement that I made yester- 
day? 

Mr. Bennett. Yes. 

Mr. Fox. We are not together on our paragraphs. 

The Cuarrman. I think, as a matter of fact, your statement does 
not coincide with the copies that we have. I noticed that yesterday. 

Would you refer to the language, Mr. Bennett? Perhaps he can 
find it. 

Mr. Bennett. It is a paragraph where you state that the Boston 
Post advertised these notes for sale subject to a registration with the 
securities division of the Massachusetts Department of Public Utili- 
ties. 

Mr. Fox. Do you have a copy ? 

Mr. Bennett. Let me hand you this. 

The CHarrman. It is that part of the statement where you cor- 
rected it and changed it from $3 to $4 million. 

Mr. Fox. I see now why the discrepancy. The copy that you have 
was made by the staff of the committee, and apparently it was retyped 
rather than photostated. It was mimeographed. 

Would you repeat your question, please? I have the reference 
before me. 

Mr. Bennett. Did you file an application with the Massachusetts 
agency in charge of securities? I think in your statement you say 
that you did. If so, what action did they take ? 

Mr. Fox. I am reading that now. 

We did not file. In the practice of Massachusetts having to do 
with the issuance of new securities it is the usual thing for an issuer 
who intends to sell securities on an intrastate basis, who would be, 
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therefore, subject to the securities jurisdiction of the Public Utilities 
Commission of Massachusetts, to consult with the chairman of the 
securities division of the Public Utilities Department of Massachu- 
setts, and then, having received his tentative approval, after having 
given him all the facts, to advertise on the basis of an intention-to- 
sell notice, and that is precisely what we did. We never got to the 
point specifically of making a formal application with the securities 
division of the Massachusetts Department of Public Utilities because 
of the action of the SEC, which would have made our offering futile 
in any case. 

Mr. Bennett. But could you have sold the securities that you are 
speaking of in Massachusetts without first having the approval of 
the Massachusetts commission ¢ 

Mr. Fox. Of course not, but we had received that. We had re- 
ceived an indication of their approval, and, in accordance with the 
usual practice, we had advertised an intention to sell. Before we 
actually had offered the securities we would have had to have received 
the approval, which would have been a matter of form. 

Mr. Bennerr. Would have been a matter of form? 

Mr. Fox. It would have been a matter of form to have received the 
are 

Mr. Bennetr. What questions did the Massachusetts commission 
pass on , “Do they pass on the same questions that the SEC passes on? 

Mr. Fox. The practices are very different, and they do not pass 
upon the same questions. Specifically, there is nobody ‘who sets him- 
self up as a special agent of the law almighty in Massachusetts who 
will tell people how much gas or oil there is in a field about which he 
knows nothing, in an area about which he knows nothing. 

The U.S. Securities and Exchange Commission, whatever may be 
their regular practice, had an expert there who decided for me and 
for everybody else that there was no gas in the now famous Rockton- 
Luthersburg field, and that, therefore, the sale of these things would 
be fraudulent. Massachusetts is not so silly. 

Mr. Brennerr. However, Massachusetts actually did not act on it, 
or you did not present it ina 1 formal procedure ? 

Mr. Fox. I never did. It was not necessary under the law. We 
have never made a formal offering. 

Mr. Bennerr. Of course, under the law, the SEC passes on the 
question of whether a registration statement is false or misleading. 
They must do that under the act of Congress. 

Mr. Fox. That is correct. And my only objection is that during 
the previous 26 years of the existence of the U.S. Securities and 
Exchange Commission they had passed on this very question many, 
many times, but this was the first time they ever came to this conclu- 
sion. 

Mr. Bennett. I doubt that that is true, for this reason: I think this 
committee had some experience with the so-called uranium frauds 
a few years ago, and there we found that speculators were putting 
securities on the market on the basis of many fantastic claims on the 
part of promoters as to the amount of uranium they had. 

Mr. Fox. May I ask you on what market? Was it on an intra- 
state market or a national market ? 

Mr. Bennetr. They were for sale to the public and subject to the 
jurisdiction of the — 
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Mr. Fox. But in what market? Was it an interstate or intrastate 
market ? 

Mr. Bennett. My information is, even though it is intrastate, if 
you offer the securities to the public, the SEC has the jurisdiction. 

Mr. Fox. I think that you will find that, without any qualification, 
you are in very grave error. I think you will find that if securities 
of a corporation which is incorporated within a State, which has its 
principal office in a State, are offered to the public on a purely intra- 
state basis, within that State, that the Securities and Exchange 
Commission has never asserted jurisdiction except in the single case of 
the Boston Post. 

Mr. Bennett. I know if you advertise interstate, such as through 
the mail or newspaper advertising 

Did your paper go outside of the State of Massachusetts ? 

Mr. Fox. My paper did go outside of the State. But the terms 
of the proposed offering themselves limited this to bona fide residents 
of Massachusetts. 

And may I once again add something to your knowledge of the 
prestige of the U.S. Securities and Exchange Commission? They 
nave never considered such advertising as subjecting the offered under 
these circumstances to the jurisdiction of the SEC. This was a 
brand new and special thing thrown at the Boston Post. 

Mr. Bennerr. In any case, if you are so sure—and perhaps you 
are right—in what you say, and if what you say is true and the SEC 
had no jurisdiction whatsoever over your problem, why did you not 
take issue with them on it? Why were you so reluctant and why 
did you back up and refuse to sell yours simply because some lawyer 
in SEC called you up and told you not to do it? 

Mr. Fox. I am glad you asked that question. You have put your 
finger on the very heartbeat. 

I call to your attention that the Post at the time, although these 
assets were far more than enough to have straightened out every 
single difficulty in which the Post or I were, nevertheless there was 
a time factor, and I call to your attention that even though there 
might not have been—and there wasn’t—one single bit of justification 
or legality or precedent for this extraordinary proposed conduct by 
the SEC, it nevertheless did lie within their power to go into the 
U.S. Federal District Court in Boston and apply for an injunction, 
which, as a matter of practice, would have been allowed by the Fed- 
eral court, or, if opposed by us, would have been referred to a hearing. 

And I call your attention to what every member of this committee 
and probably everybody in the room knows, that when such an appli- 
cation by the U.S. Securities and Exchange Commission is applied 
for, the only things that the public at large see are SEC, fraud, the 
name of the securities, and the offerer, and the word “injunction”. 
And that is the thing which makes me so bitter about the action of 
the SEC. 

Anybody who wanted to act in bad faith under those circumstances 
would be performing the part of a corporate murder, and that is 
what the SEC was, with malice aforethought. 

Mr. Rennetr. I would ask some more questions, but, in deference 
to the other members, I will hold them until later. 

The Cuatmman. The Chair feels, under the circumstances, if the 
committee would agree, and to be just as fair as I can to every mem- 
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ber, that the first round of questioning be limited to 10 minutes to 
each member so each one may have an opportunity to ask questions 
ths it he may have in mind. 

Unless there is some objection to that procedure, we will proceed 
accordingly. 

Mr. Williams. 

Mr. Wituiams. Thank you, Mr. Chairman. 

In your opening statement of yesterday, Mr. Fox, you stated that 
both of the revenue agents who audited your income taxes had re- 
signed from the Internal Revenue Service. What is the implication 
of that statement ? 

Mr. Fox. I don’t know. I didn’t draw any. 

Mr. Witu1aMs. Do you know the names of those revenue agents? 

Mr. Fox. I do. 

Mr. Witu1AMs. What were their names? 

Mr. Fox. The revenue agent in charge is named Armand, A-r- 
m-a-n-d, Giarusso, G-i-a-r-u-s-s-o. The other is named Griffin. I 
forget his first name. G-r-i-f-f-i-n. 

Mr. WituiaMs All right, sir. 

Then, further in your statement, you mention that the then re- 
gional commissioner of the Internal Revenue Service for the New 
England States wanted to “get Fox.” 

Do you recall the name of the regional commissioner ¢ 

Mr. Fox. Oh, yes. It was Gallahan, G-a-l-l-a-h-a-n. 

Mr. WituraMs. All right, sir. 

Further in your statement, I believe under questioning yesterday 
afternoon, you indicated that you would supyly the names of the 
editor of your paper and the editor of the Boston Herald-Traveler 
who carried on a telephone conversation which you related. Have you 
refreshed your memory as to their names? 

Mr. Fox. I would have to get that by a conversation with the man 
who was formerly the city editor of the Post. 

Mr. Wittiams. Youstill plan to submit those names? 

Mr. Fox. Yes; I'll do that. But I could not do that on the tele- 
phone between last night and today. 

Mr. Witurams. I believe at one time you were an applicant, or 
your paper was an applicant for channel 5 in Boston. 

Mr. Fox. That is correct. 

Mr. Wiuttiams. Did you have occasion at any time to make any 
ex parte representations in behalf of your paper to anyone high in 
the Government ? 

Mr. Fox. Ex parte representations ? 

Mr. Wiiui1aMs. Aside from the formal action before the Commis- 
sion, did you discuss your application with any member of the Fed- 
eral Communications Commission or any Senator or any Congress- 
man or other person and solicit their assistance in getting the channel ? 

Mr. Fox. I never solicited the assistance of anybody at any time 
to get the channel. I did, however, once I learned that the Boston 
Herald- re had made a somewhat tardy application for the 
same channel, I did ask two people whether that meant that an old 
enemy of mine—one Lodge, who is connected with the Government in 
roc. capacity—was interesting himself in murdering me before the 


Mr. Witu1aMs. Are you referring to former Senator Lodge? 
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Mr. Fox. Yes; that’s the man. 

Mr. Wixtr1AMs. Then I presume that you supported Senator Ken- 
nedy when Senator Kennedy opposed Senator Lodge ? 

Mr. Fox. That is correct. 

Mr. Witttams. Did you ever approach Senator Kennedy for assist- 
ance in connection with your applicati 1on ¢ 

Mr. Fox. I never approached him, and nobody else ever approached 
him either except on the record and for the record. And, as a part of 
the normal application for such a channel, it is required to have a good 
many references and endorsements by various people. So people who 
work for the Post did go, I think, to nearly all the Representatives 
and both the Senators of Massachusetts and ask for their endorsement, 
which endorsements, if we got them, would go right on the record, 
and, to the extent that we got them, they are part of the record. 

Mr. Wuaiams. I think those are all the questions I have, Mr. 
Chairman. 

The CuarrmMan. Mr. O'Hara. 

Mr. O'Hara. Mr. Fox, coming back to your proposed issue of stock 
in the Boston Post, you implied | from your statement that you did not 
go through with this issue because of a telephone call from a so-called 
attorney, a telephone call from Washington, by the name of Baroch? 

Mr. Fox. B-a-r-o-c-h. May I clarify ‘that / 

I did not imply the telephone call was the only reason. Mr. Baroch 
and Mr. Levy came to Boston that night, or the next morning, and 
spent the weekend, a hot August wee ‘kend, Incarely in my office. 

The rest of the time they were telephoning somebody in the SEC 
Washington for further instructions. 

Mr. O'Hara. The first time they called, was that the first time they 
knew there was an attorney by the name of Baroch ? 

Mr. Fox. That is correct, sir. 

Mr. O'Hara. You said originally in your statement it was a hot 
Friday, or at least in your testimony it was a hot Friday afternoon in 
July. 

You say they came in August ¢ 

Mr. Fox. I think it was in August. We will leave it late July or 
early August, but I telephoned my ; office in Boston this mor ning to find 
out when it was, and I think it was in August. I think the date was 
August 10. 

Mr. O’Hara. Baroch and Levy, subsequent to this phone call, came 
to see you in Boston ? 

Mr. Fox. They must have run right out to the airport. They were 
all ready. 

Mr. O’Hara. They came right out after the telephone c: all’ 

Mr. Fox. They either showed up there within 2 or 3 hours in 
Boston after that telephone call or else they got there real early the 
next morning because they were in my office at 9 o'clock. 

Mr. O’Hara. Did they exhibit to you, or did you ask for identifi- 
cation as to whether they were from the SEC ? 

Mr. Fox. I did not need to. 

Mr. O’Hara. Why? 

Mr. Fox. Because they had a man from the Boston office of the 
SEC with them whom I knew and who identified them. 

Mr. O’Hara. He vouched for them ¢ 

Mr. Fox. He introduced me to them. 
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Mr. O’Hara. The three of them were there ? 

Mr. Fox. Not all the time. The man from the Boston office really 
had nothing to do with it because it was entirely a Washington affair. 

After he had made his introductions he stayed around for a while 
and then left. 

Mr. O’Hara. How long was this after the advertisement that ap- 
peared in the paper for the sale of the securities ? 

Mr. Fox. We advertised two or three times. 

Mr. O'Hara. How long previous to this telephone call to Mr. 
Baroch ? 

Mr. Fox. Prior to the telephone call was the most recent, the latest 
of the three ads. 

Mr. O'Hara. No, let us take the earlier advertisement. 

Mr. Fox. They would all have had to be printed within 2 or 3 weeks 
at the most. 

Mr. O'Hara. Did they indicate to you that by reason of it appear- 
ing in the Post, your own paper, the advertisement, that that was 
their reason for calling you or calling on you? 

Mr. Fox. No, they gave another reason. I was most insistent to 
get my question answered. They told me they had instructions from 
the SEC to convey to me that they would apply for a stock fraud order 
if the Boston Post attempted to sell those securities. 

I wanted to know who gave those instructions and they refused to 
tell me. 

Mr. Levy, by the way, did not do much of this. He was an ac- 
countant and kept his mouth largely shut. The one who did most of 
the talking was Baroch ? 

Mr. Barock. Is he still with the SEC? 

Mr. Fox. I am informed that he is not. 

Mr. O’Hara. That was back in 1956 ? 

Mr. Fox. That is correct. 

Mr. O’Hara. Now, in discussing the loans that you made to Gold- 
fine, there has been testimony here which is somewhat confusing, to 
me, at least, the testimony of one witness, that at least Mr. Goldfine 
directly or through Edward Levy loaned you some $400,000 or 
$500,000; I am not sure. 

What is your claim as to the amount that he loaned to you? 

Mr. Fox. The amount is $450,000 that was loaned. 

Mr. O'Hara. How much ? 

Mr. Fox. $450,000. 

Mr. O'Hara. That he loaned ? 

Mr. Fox. No, not that he loaned ; $150,000 of this money was lent on 
a very short-term basis, unsecured, on October 3, 1952. 

There were two other loans totaling $300,000 on October 17 and 
October 30, 1952. 

My statement which I read into the record yesterday explains in 
full that these were secured 15-day loans and although they were 
extended for a very short time, that the security was posted, and that 
the loans were repaid in full with interest in 90 days. 

That is in January and February 1953, and it is easily demonstrated, 
and I will be very glad to furnish this committee with the exact. facts, 
that the interest rate that I was paying and the securities that I was 
posting were identical with those which were the subject of loans in 
at least 80 banks. 
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Mr. O’Hara. Did you also borrow from the Kennedy family about 
the same time? 

Mr. Fox. No; I did not. 

Mr. O’Hara. Did you borrow from the Kennedy family ? 

Mr. Fox. I got one loan from Joseph Kennedy late in December, 
also adequately secured, and repaid it with interest. 

Mr. O’Hara. How much was that one? 

Mr. Fox. I believe that one was about $500,000, but I don’t remember 
right now. 

I had not anticipated the question. I will be glad to get the exact 
detail and also furnish the committee with the collateral. He was 
simply a substitute for a bank. 

Mr. O’Hara. December of what year ? 

Mr. Fox. 1952 

Mr. O'Hara. Did you also own at that time the controlling interest 
in Western Union, or a substantial block of stock in Western Union? 

Mr. Fox. No; I did not. 

Mr. O’Hara. Did you ever sell any Western Union stock to Joseph 
Kennedy ? 

Mr. Fox. Yes; I did. 

Mr. O'Hara. When was that sale made? 

Mr. Fox. That sale was made about September 13—that is very 
close—1952. 

Mr. O’Hara. That isall I have at this time. 

The Cuarrman. Mr. Flynt. 

Mr. Fiynr. No questions. 

The Cuarrman. Mr. Bennett. 

Mr. Bennerr. Returning for a moment to the question of these 
securities, Mr. Kendricks, the regional officer in Boston, said: 

We have canvassed the State officials re qualifications of securities in Massa- 
chusetts, and no opinion was given by any State authority that compliance was 
not necessary. Counsel for securities division, Massachusetts Department of 
Public Utilities, stated today that no material or information has been filed with 
that division— 


This is August 14, 1956— 
and counsel would not give an opinion without consultation with the Attorney 
General’s Office. Counsel further stated that department of public utilities 
his authority to issue stop orders if it believes that there may be fraud in the 
offering. 

Is that your understanding of the requirements in Massachusetts ? 

Mr. Fox. I don’t understand that question. I did not hear it very 
well. 

I think your question is a non sequitur as regards what you have just 
read. 

Mr. Bennett. Let me ask you the specific question : 

You have stated if I understood you correctly, that all you had to 
do to get authority on a condition of this kind was to discuss it with 
the commission. If they had no objection you could go ahead? 

Mr. Fox. No, I did not say that. 

Mr. Bennett. What did you say? 

Mr. Fox. What I said was that the practice in Massachusetts is 
first to take it up with the director of the securities division of the 
public utilities commission ; that having obtained from him, or having 
obtained from one of his assistants exactly what was necessary in the 
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way of approval, that an offeror or issuer could then, and as a matter of 
fact even without consulting him, on the impending issue or offer, 
could advertise an intention to sell subject to the eventual of the De- 
partment of Public Utilities of Massachusetts, That is the way we 
did it. 

Mr. Bennett. Is it your understanding, however, that before you 
could actually sell any security that you would have to have had 
specific written authority from the Massachusetts commission ? 

Mr. Fox. Surely it is. 

Mr. Bennerr. And would it also be true as stated here that because 
the utilities commission in issuing this order world have authority to 
go into the same question that apparently the SEC would. 

Mr. Fox. It would have authority to have gone into any question 
concerning perhaps not the merits, but anything which had to do with 
full disclosure. 

Now, when you ask me whether they had the authority to go into 
the same things that the SEC did, the answer is “absolutely no,” bé- 
cause neither they nor any public utility commission or similar body in 
the United States would have the audacity to decide how much gas was 
in the field in advance. 

Mr. Bennett. But that question is open because actually the matter 
of whether this was fraudulent or whether it was misrepresentation, 
whether it contains these misrepresentations of fact as indicated to you 
by the SEC attorney, was never decided by the Massachusetts com- 
mission. 

Mr. Fox. And it wasn’t necessary. 

Mr. Bennett. So we do not know what the Massachusetts commis- 
sion would have done. 

I want to get that point clear. 

Mr. Fox. Correct, but I want to get the point over to you also that 
whatever we did was entirely legal and entirely within the usual, in 
accordance with the usual practice in Massachusetts. 

But now, while we are on that subject, I would like to make one 
thing clear to you: that the whole purpose of the Securities Act of 
1933 is disclosure. Every member of the Securities Commission, past 
or present, who would answer this question honestly, what is the func- 
tion of the SEC in the matter of approving registrations of proposed 
new securities, the answer to that question would be only to insure 
full disclosure. 

It is not to decide how much gas may be in a gas field. 

Mr. Bennett. It is true, though, that in relation to full disclosure 
the law says that the Commission is required, in selling securities to 
the public, to have full and fair disclosure of all the facts in the 
transaction. 

In that connection is it also true that the Commission finds in its 
investigation that the statement or information which was given to 
it by the person selling the securities is false or misleading, that then 
the law gives the Commission the right to request the applicant to 
further clarify the information or to issue a stop order to prevent 
the registration statement from becoming effective ? 

Mr. Fox. If the Commission found that the facts were not as repre- 
sented, they could issue you a stop order. 

Now, in this particular case Mr. White, the oil and ges expert of the 
SEC, at my suggestion, did telephone the firm of Huntly & Huntly, 
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the oldest geological firm in the United States, and they have fully 
confirmed every blessed thing I have represented about this gas field 
from Huntly & Huntly and in the face of that they went ahead and 
said there was no gas in this field. 

Mr. Bennett. I am not disputing your contention that the SEC 
may have acted improperly because I do not know, but in my case 
I think that it is within the function and the duty of the SEC to look 
very carefully into the question of whether the facts presented by 
the seller of securities are false and misleading because if they are 
they certainly ought not to be peddled to the public. 

Do you agree with that? 

Mr. Fox. I agree. 

I would like to summarize in 20 seconds what the facts were. The 
tentative prospectus on which we were working, and which I showed 
the SEC, set out that there was a great deal of gas in this field. 
Geologists’ reports showed that and we had a report from the geologist. 

Subsequent events have shown there was far more gas than we ever 
said there was and that the proposed security which we were putting 
out to secure these notes was more than adequate. 

In the face of that the SEC decided that there wasn’t any gas and 
at best they made a ghastly blunder and at worst, they were thoroughly 
corrupt. 

Mr. Bennett. I question that on the basis of what information you 
have given us. 

Mr. Fox. Would you like to have the report from the State of 
Pennsylvania’s Geology Department concerning the whole record of 
that field ? 

The SEC could have had them at the time. I found the field. 

Mr. Bennett. I am not passing on that. 

Mr. Fox. It is useless to talk to them. As far as the SEC was 
concerned, they were not interested in the facts. They were interested 
in bagging the Boston Post and John Fox and they made that clear. 

Mr. Barock told me that, if not in salty words, he told that to me 
unmistakably. 

Mr. Bennett. That may or may not be true. I will only say this: 

As to some of the things you have said I go along with what a law 
professor once told us, that charges are easy to make and hard to prove, 
and harder still to disprove. 

Mr. Fox. The record shows this, what we said would happen, but 
doubly and triply. We said there was gas there. We gave them 
geologic reports from the oldest and one of the most respected firms 
in the country, the acknowledged experts in the Appalachian Basin. 

In addition to that, I talked to White, myself. He said, “I don’t 
care what you say, there is no gas there.” 

Mr. Bennerr. That may be true, but you have had a legal right to 
proceed. You do not have to take the decisions from the counsel of 
the SEC’s office as final. 

This is an important matter to you from what you said. It in 
volved $4 million. You needed the money. Apparently you gave up 
completely on the statement of counsel who did not know in the SEC’s 
office when you knew as a lawyer, you should have known, or some of 
your own lawyers representing you should have known, that the SEC 
personnel cannot toss out threats to a security issuer, that he has a 
right to his day in court. ' 
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You could have gone to court and shown them what you are talking 
about here; namely, what you had in the geological report. 

I am of the opinion that the court would have overruled the SEC. 

Mr. Fox. Soam I. Would you like to know why I didn’t? Because 
we had only a week to go. They were up there on the 10th and the 
11th of August and I told them how desperately urgent was the need 
of speed and that simply made Mr. Barock more confirmed in his 
desire to kill this deal and the Post filed a petition in bankruptcy on 
the 10th. 

So the time element was working against us and the SEC had full 
knowledge of that and whoever motivated the SEC had even better 
knowledge of it. 

We did not have the time and there is more than one way of skinning 
a cat or killing a corporation. 

Mr. O’Hara. Will you yield to me for one question ? 

Mr. Bennett. Yes. 

Mr. O’Hara. Mr. Fox, did I establish the fact of whether or not 
Joseph Kennedy, who has been referred to, was Joseph P. Kennedy, 
the father of Senator Kennedy ? 

Mr. Fox. Yes, and I would like to tell you, and this since Mr. 
Kennedy’s name has been mentioned, I would like to tell you how Mr. 
Kennedy learned that the Post was endorsing his son. 

Mr. O’Hara. I had not asked that. 

Mr. Fox. I know, but since so much of these proceedings are being 
reported to newspapers, I would like to tell you. 

The reason I bought the Post was to get the Communists, to the 
extent I could help, out of the White House. I think in view of the 
record there will not be much dissent that some people in the Govern- 
ment had been deceived up to 1952. 

In the course of time I had decided that there were a couple of 
people whom I would help, if I bought the Post, one of them was my 
friend Senator Taft, and the other was Mr. Lodge, despite a personal 
somewhat exaggeration of disaffection for Mr. Lodge. 

Nevertheless, I did want to see people, whom I thought to be opposed 
to the Communist influence in Government, in seats of power. 

In the course of the campaign, and I told Mr. Lodge I would help 
him, in the course of the campaign a man named Basil Brewer, pub- 
lisher of the New Bedford Times Standard, came to me and gave me 
a report of all the proceeding before the Tydings committee. 

I came to the conclusion that Mr. Lodge, whatever may have been 
the popular conception, had been soft on Communists for at least the 
past 2 or 3 years. Isaw Mr. Lodge who came into my office and asked 
him what explanation he had of his stand on the Tyding committee 
matter and of numerous other folks. 

He told me—he simply refused to answer that question. 

I then without any knowledge of anybody in the Kennedy family, 
shifted over and one night, about 11 o’clock, this was on the second 
Thursday before election, I tried to reach Kennedy on the telephone 
to tell him the Post, which had taken no stand at that time, up to that 
point, was going to endorse him with a front page editorial which I, 
myself, had written. 

This was despite the fact that Mr. Lodge and his two principal 
supporters had been in my office for several hours begging me not to 
do it. 
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We could not reach Mr. Kennedy, but I did have a number where I 
could reach him which happened to be his father’s. 

Joe Kennedy came to see me that night. While we had a drink 
together, my secretary was with me, I notified him that at that moment 
the Pos should be hitting the street with an endorsement of Jack 
Kennedy. 

I think in view of the extraordinary slim margin by which Mr. 
Kennedy became elected that the Post elected him. 

After that we talked about a loan. 

The Cuarrman. Mr. Moss. 

Mr. Moss. No questions. 

The Cuarrman. Mr. Wolverton. 

Mr. Wotverron. Mr. Fox, I would like to touch on some basic 
matters. 

Your testimony has revealed that during a period of time you had a 
very close friendship, and I would say, ‘almost an intimacy existed 
between you and Mr. Goldfine. When did your relationship with him 
commence ? 

Mr. Fox. To my knowledge, Mr. Wolverton, the first time that I 
ever heard Mr. Goldfine’ s name was on October 17, 1952, when I went 
to New York, or I was in New York, I think, and I met Mr. Goldfine 
there and knew him only as a person in the textile business in New 
York who was a friend of Paul Dever. I had arranged for a good 
many bank loans in my day and I borrowed some money from Mr. 
Goldfine on the same terms I was borrowing from the banks, with the 
same collateral. 

Mr. Wotverton. Who brought you into contact with Mr. Goldfine? 

Mr. Fox. Ex-Governor Dever of Massachusetts arranged for me to 
meet Mr. Goldfine, but he was not present at the meeting. I was in 
New York; Mr. Goldfine was in New York and the meeting was set up 
by Mr. Dever. 

Mr. Wotverton. Would you say that as a result of that introduction 
as time went on your relationship with Mr. Goldfine became one of 
friendship and intimacy ? 

Mr. Fox. I would say yes, I knew Mr. Dever was not elected and 
Mr. Goldfine was subsequently identified as coming from Boston, 
which I did not know. 

Mr. Wo rverton. I assumed that reached a high degree of friend- 
ship, confidence, intimacy, or there would not have been, as you testi- 
fied yesterday, a convers: ition such as you related as having taken place 
in a hotel in which Mr. Goldfine, Mr. Adams, and Mr. Goldfine’s son 
and yourself were present. 

Mr. Fox. It came later, that is correct. 

Mr. Wotverron. How long did this period of friendship and confi- 
dence and intimacy exist between you and Mr. Goldfine ? 

Mr. Fox. From approximately December 29, 1952, which was the 
date when I agreed to buy 40 percent of the stock of Motor Park, 
Inc.—I am not so sure about that date, but I am sure about the other 
one—until July 8, 1955, when he alienated my affections. 

Mr. Wotverton. That there was an alienation of affection, I guess 
nobody will dispute, judging by the testimony you have given here. 

I would like to know if during the period when your fr iendly rela- 
tionship had not been alienated, whether you had intimacy close 
enough that you were in a position to note what, if any, public officials, 
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in the Government or out of the Government, or otherwise, were in any 
way the subject of Mr. Goldfine’s several evidences of friendship. 

I had in mind the friendship of the generous kind. 

Mr. Fox. Of the what ? 

Mr. Wotverton. Of the generous kind. 

Mr. Fox. I testified concerning those things. I think Mr. Goldfine 
probably contributed to, made contributions of a campaign nature to 
every leading politician in Massachusetts, and many other States. 

I can say he knew nearly everybody that I ran into, whom I recog- 
nized in Washington. 

This question is necessarily general, the answer to the question is 
necessarily general. He knew everybody, that is about what it comes 
to. 

Mr. Wotverton. Would you say that during the time that you were 
in a position to know the things that he was seeing and doing with 
reference to public officials, those in Government and out of Govern- 
ment, he drew any distinction between whether they were members 
of one or the other political parties ? 

Mr. Fox. I don’t think he drew either the party line or any other 
lineatall. If they were politicians he liked them. 

Mr. Wotverton. Do you know, then, as to the use of individuals in 
either party who were the subject ‘of his generosity and his friendship 
during the time you were friendly with him, or before? 

Mr. Fox. Not well enough to answer that question except on the 
same basis that I have said, that entirely within the limits of propriety 
so far as I knew he knew everybody and he contributed to everybody 
on an equal basis. 

Mr. Wotverton. You have been very specific in some instances as 
to whom his friendship was extended to and with whom he claimed 
unusual friendship. 

Now, do you have in mind any others than those you have men- 
tioned? You say it was very g general. It ought to be very easy for 
you then to give some illustr ations other than those you have already 
given. 

Mr. Fox. I have tes‘ified only to things of which I have personal 
knowledge. I knew that Mr. Goldfine offered three vicuna coats, two 
to women and one toa U.S. Senator. 

Mr. Wotverron. Let us not get the women in it. 

Mr. Fox. One was my wife and the other was my secretary and 
they both turned them down. 

The third was a Senator to whom I introduced him. We were in 
the Senate Office Building one day. The Senator was approaching. 
I said, “Do you know this Senator ?” 

He said no. 

I said, “Do you know this man ?” 

He said no. 

So as we drew abreast I stopped the Senator and introduced him 
to Mr. Goldfine. Mr. Goldfine reached out and felt the lapel of 
the Senator’s coat and he said, “That is not the kind of coat that a 
U.S. Senator should wear.” 

The Senator, who had never seen Mr. Goldfine in his life before, 
looked at me and looked at him and said, “What kind of coat should 
a U.S. Senator wear?” 
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So he said, “I will send you one.” 

The Senator said “Goodbye”, and so far as I know he never saw 
Mr. Goldfine again, but as he was leaving Mr. Goldfine called up 
Senator Joe McCarthy and said, “I buy vicuna coats for all the 
Senators.” 

Mr. WotvertTon. He said he had, or would? 

Mr. Fox. He said “I do.” 

Mr. Wotverton. For all of them? 

Mr. Fox. That is in answer to your question, Mr. Wolverton, as 
well as I can do. 

Mr. Wotverton. I am rather surprised that he would buy for all of 
them. Evidently it was very general. 

Mr. Fox. A hundred people have laughed at that story, several 
hundred people, in the 2 or 3 years since the event happened. 

Mr. Woxverton. Of course, there can be a phase of it that would 
create laughter. 

On the other hand, I am not sure but it does indicate there might 
be other situations existing that would not be so laughable, but w ould 
be more serious. Can you give us some of the more serious ones? 

Mr. Fox. Mr. Goldfine very often talked a good deal bigger than 
the facts warranted. I know nothing beyond what I have alre: udy 
testified to. 

Mr. Wotverton. That is a tendency that not only those out of 
Government have but sometimes those in Government talk big. I am 
of the opinion that your friendship with Mr. Goldfine was such that 
you ought to know pretty well 

Mr. Fox. I did not get the question. 

Mr. Wotverron. I say your friendship with Goldfine was such 
that you ought to know pretty well what he did in the way of help- 
ing officials or individuals, even out of Government, in order to pro- 
duce good relationships that could be helpful either in procuring 
assistance in governmental matters or advance his standing generally 
in the community as a good fellow. 

Now, can you not give something more definite than you have given 
by saying that it was ver "y gener: al, he gave coats to all of the Sena- 
tors?’ Let us be a little bit specific. You speak of campaigns in 
which he was helpful. What did you have-in mae when you said 
he was helpful in campaigns of both ‘political parties 

Mr. Fox. Every campaign over the years. 

Mr. Wo tverron. Just mention them, what ones you have in mind 
and over what years. 

Mr. Fox. All of them, as far as I know, Mr. Goldfine simply cov- 
ered the waterfront, that is all. 

Mr. Wo tverron. You were in a position to know that he was doing 
that? 

Mr. Fox. I know many people who simply on a routine basis, every 
State representative in Massachusetts would, of course, in the course 
of time try to get money to help himself to be reelected. Perfectly 
legitimate and perfectly legal and Mr. Goldfine was only one on a list 
of perhaps 10,000 people whom they would solicit. 

Incidentally, I’m sure that it was not intentional but I object to the 
form of the question you just put to me, that I should have been in a 
position to know what things he had done in connection with public 
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officials. I certainly was in no position to know any such thing except 
to the extent that I have already testified. 

Mr. Wotverton. What is the basis then on which you make the 
statement that he did help in all campaigns of both parties? 

Mr. Fox. I have known perhaps a hundred people who knew Mr. 
Goldfine and whom he helped many times, mostly Massachusetts 

le. 

Mr. Wotverton. Did you get any information from Mr. Goldfine? 

Mr. Fox. Sometimes. 

Mr. Wotverton. What did you get from him? 

Mr. Fox. The same thing I have | just testified to ? 

Mr. Wotverton. Did he mention names? 

Mr. Fox. I think he probably mentioned hundreds but they were 
al]—— 

Mr. Wotverton. What names did he mention ? 

Mr. Fox. I don’t recall anything specifically. 

Mr. Wotverron. You do not mean to say that after the specific 
information which you have given this ¢ ommittee, in such detail, that 
your mind is a bl: ink when it comes to giving anything in addition 
to what you have testified to? 

Mr. Fox. Not a bit. 

Mr. Wotverron. All right, let us have the names of the persons to 
whom he told you he had contributed. 

Mr. Fox. Would you mind letting me answer one question before 
you throw another at me? 

Mr. Wo tverrton. If it helps you any to give us the information we 
are seeking, I will let you ask the questions and I will answer them. 

Mr. Fox. You will get more information if you get the answer to 
one question before you ask another. This is a difference between 
a $5 and $10 contribution to the local candidate for dogceatcher and 
a man who is interfering with a regulatory authority “of the U.S 
Government. 

Mr. Wotverton. Very well. Now, give us the names of anybody 
at any time that you have knowledge of in any regulatory body. 
I am just as much interested as some ‘Others are in stopping that sort 
of thing and I am asking you now for assistance in giving us infor- 
mation that will enable us, as a committee, to do something that is 
objective in our hearing and stopping this sort of thing. 

Mr. Fox. Mr. Wolverton, you just invited me to ask a question. I 
would like to ask every member of the committee to give the names of 
the people who gave him a campaign contribution on a purely legiti- 
mate basis, at any time, including yours. 

Mr. Woxverton. I wish you would press that and I wish it were 
within the province of the committee to be into all of that. I have 
tried in several instances to get information but those who could have 
given it have not come before this committee, even though they were 
given the opportunity to do so. 

Let us just get the irformation that you evidently have in your 
mind. 

Mr. Fox. I would suggest then, and you can do this extremely well, 
that you get a list of all of the elected public officials in Suffolk Coun- 
ty, Mass., and all the elected public officials who have represented the 
National Government or the statewide government, the Common- 
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wealth of Massachusetts, for the last 20 years and check them off and 
I think you will probably run 80-percent right as regards Mr. Gold- 
fine’s perfectly legitimate campaign contributions. 

The Cuarrman. The Chair must remind the gentleman that the 
time has run over in the first round but in view of the fact that the 
question is so interesting I have permitted him to proceed but he 
does not seem to be getting answers to the questions quickly enough. 

I just remind him. 

Mr. Wotverron. Of course I realize that I have not taken the 10 
minutes of time in asking questions. Probably more than 10 minutes 
has expired when you count the witness’ answer. I do not quite know 
how we can apply this question of 10 minutes’ limitation, whether it 
is limited to the time that a member ordinarily uses in asking ques- 
tions or whether we use the time the witness takes in answering. 

If we include that then I have had the full 10 minutes for which 
I am very appreciative and maybe there will be time later on to carry 
on the questioning. 

The Cuatrman. Mr. Fox, are you a native of Boston ? 

Mr. Fox. Yes. 

The CuatrmMan. You have lived there all your life? 

Mr. Fox. Yes. 

The Cuatrman. Besides being a lawyer, a member of the legal 
profession, what other business have you pursued ? 

Mr. Fox. I was in the investment business until the last day of 1948. 
And in the natural gas business. 

The Cuarrman. In Boston? 

Mr. Fox. No, in Pennsylvania, primarily, also in some other States. 

The Cuatrman. In your investment business were you associated 
with people in other places besides Boston ¢ 

Mr. Fox. Was I associated? Only to the extent that we would buy 
securities and sell them. 

The Cuarman. What was the name of your company ? 

Mr. Fox. It was under my own name, John Fox & Co. 

The Cuarrman. Did you have anyone associated with you ? 

Mr. Fox. Asa partner you mean ? 

The CHamman. Yes. 

Mr. Fox. No. 

The CuarrmMan. How long were you in the investment business ? 

Mr. Fox. From 1929 to 1948. 

The Cuarrman. Were you what was considered to be a successful 
businessman in that venture ? 

Mr. Fox. Yes. 

The CuatrmMan. Were you considered to be a rather wealthy man 
at one time? f 

Mr. Fox. Yes, I was. 

The Cuatrman. Up until what time? 

Mr. Fox. Up until July 1956. 

The Crarmman. In the early 1950’s could you give this committee 
some idea what was the approximate wealth that you had # 

Mr. Fox. I was worth about $20 million. 

The Cuarrman. Are you fairly well off today ? 

Mr. Fox. From the standpoint of current assets, no. From the 
standpoint of basic wealth, I am pretty well off. But I am still tied 
up on a current basis because of the last 13 percent. of liens which are 
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still imposed on me and the justification of which is now before the 
U.S. Tax Court. 

The Cuairman. What do you estimate your financial condition to 
be today ? 

Mr. Fox. My net worth on a natural basis? 

The CuHarrMan. Yes. 

Mr. Fox. A couple of million dollars. 

The CuarrmMan. Do you attribute the facts as you have outline, in 
addition to the circumstances outlined yesterday to this committee, 
responsible for your having gotten into such financial difficulties? 

Mr. Fox. I did not get the first part of that question. 

The Cuatrman. Yesterday you outlined to this committee your 
experience with Mr. Goldfine and former Governor Dever, the Boston 
Post, and the garage company, whatever it was, and so forth, as hav- 
ing arrived at a point where you were moyed in on by local people and 
Federal people, and as such you suffered tremendous loss and finally 
you lost Boston Post entirely. 

Mr. Fox. I attribute every bit of my loss to the individual or collec- 
tive acts of people whom you have mentioned and about whom I have 
testified, yes, sir. 

The Cuatrman. Now you stated that after the incident in which 
Mr. Goldfine had alienated your affections by going to the men’s room 
from which place he failed to return, that things began to happen 
then. Now you were not able to get the control of the company by 
having a change of the board officers and so forth that you testified to 
yesterday. 

Mr. Fox. That is correct. 

The CuarrMan. You described a loan, beginning on April 2, 1956, 
by an insurance company in which an agreement was signed borrowing 
$914 million for the Boston Common Garage Corp. If you did not 
have control of the corporation, the officers and so forth, how could 
such an agreement have been entered into? 

Mr. Fox. I did pay the balance of the $150,000 that was still due 
Mr. Goldfine in October of 1955. 

Mr. Goldfine’s trip with no return was made on July 8, 1955; 3 
months later I was able to get delivered to me the stock of the Common 
Garage Corp. because I had by that time been able to pay Mr. Goldfine 
the balance that I owed him and there was no possible reason from 
then on except maybe that he would not return my stock. In the 
meantime, however, the deadly effects of the Federal tax liens had 
been asserted to the full. My organization in Pennsylvania had fallen 
to pieces and whereas people were taking 100 million feet per day of 
gas at 2714 cents, which is over $800,000 a month, out of the gas field 
which I had discovered and on which I had started numerous wells, 
none of that money was coming to me and because of the actions, 
because of these liens I was being hit on all sides by creditors, the 
net result of which was that my own situation got worse and worse 
from then on. 

The Cuarrman. The question I asked though, Mr. Fox 

Mr. Fox. I had control in October. 

The Crarrman. You had control in April 1956? 

Mr. Fox. I got the control in October of 1955. Then we had to begin 
all over again. Our negotiations with Socony Mobil, which had 
pretty well broken down in the meantime, I was able to get my com- 
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mitment on April 2, 1956, and I consider that the loss of time in 
between time was fatal. 

The Cuarrman. Let us see if we can understand this. 

You say that you had control beginning in October 1955. 

Mr. Fox. That’s right. 

The Cuarrman. You had control then in April 1956. 

Mr. Fox. And the control continued between times. 

The Cuarrman. But in view of what happened at that meeting 
when Mr. Goldfine walked out on you, you say you could not elect 
the board of directors and the officers. Now how can that happen ? 

If you had control why could you not elect the officers of the Board? 

Mr. Fox. The stock stood in the name of Mr. Goldfine and his 
nominees in July 1955, and without that stock we could not elect, 
without a transfer of that stock from Mr. Goldfine’s nominees, it was 
not possible to do anything about the officers and directors of the 
corporation. 

The Cuarrman. In October 1955 did you then name the directors ? 

Mr. Fox. I did. 

The Cuarrman. You got the officers named then by you during the 
time you made the agreement for this loan of $914 million ? 

Mr. Fox. That is right. 

The Cuatrman. That is the point I wanted to clear up. Now yes- 
terday you made some charges which have been reported in the record 
here and there is also a report that you made a public statement that 
you had documentary proof to back up whatever you said yesterday. 

Mr. Fox. Not whatever I said, Mr. Harris—a great deal of what 
I said. 

The CuHatrman. Will you furnish this committee with whatever 
documentary proof you have regarding any matter that you said 
yesterday ? 

Mr. Fox. I will be glad to. 

The Cuamman. How long will it take you to supply the informa- 
tion ? 

Mr. Fox. I will tell you the nature of the information. In the first 
place, I have the notes which I gave to Mr. Goldfine and to Edward 
Dever. 

They are short-term notes and they are secured and I will give this 
committee photostats of the notes and photostats of the security and 
photostats of the payments. 

I will also, if it will be satisfactory to the committee, have an in- 
dependent certified public accountant check every reference made to 
Mr. Dever in the editorial columns of the Boston Post. That is im- 
yortant because it has been testified before this committee that the 
oans made by Dever or Goldfine to me were for the purpose of buying 
editorial policy. 

They were not. I can go over the transcript of my own evidence 
yesterday and I think that in the great majority and nearly all the 
matter concerning which I testified that I will be able to give to this 
committee documentary proof of the truth of what I said. 

Iam glad you have made the request, I am glad you have asked the 
question and made the request because it is very obvious that some- 
body is lying here. 

In the event you have such documentary proof I would request that 
anybody who has testified to something which is in conflict with any- 
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thing that I have testified to be asked to furnish whatever proof that 
he has and I think there will only be one set of proofs, mine. 

The Cuairman. The committee is after the in ‘ts, the information 
regarding these matters under investigation and we are going to 
continue to make efforts to get the evidence. 

What do you mean by saying that you bought the Boston Post in 
order to get the Communists out of the White House? 

Mr. Fox. It was my opinion that the Communist Party had made 
such heavy infiltration into various agencies of this Government, in- 
cluding the State Department, that it was necessary that this be a 
pretty ‘thoroughgoing house cleaning of the Democratic national ad- 
ministration. I bought the Boston Post, which I caused to back 
President Eisenhower, a Republican, for the first time in its 128 years 
of existence in 1952. I had no other interest in buying the Post except 
my interest in extirpating to the extent that I could help in doing it, 
Communists in our Government, especially in our National Govern- 
ment. 

The Cuatrman. Then do you charge that at that time there were 
Communists in the White House ? 

Mr. Fox. I don’t want to go over the record of the McCarthy case 
all over again, but I believed that at the time. 

The CuarrmMan. We do not, either, but that is certainly quite a 
charge you throw out here. 

Mr. Fox. I believe there were Communists all about the President 
and in the many departments of our National Government, especially 
the State Department. 

The Crarrman. Of course, you are entitled to your belief, but I 
would remind you that when you make such a charge here without 
some information to back it wp, it is a serious thing regarding what 
the charge may be. 

Mr. Fox. Mr. Harris, that was in answer to your question. I have 
hundreds of Government printed documents which consist largely of 
committee hearings which seem to back me up. 

The Cuarrman. When you make up your mind that a certain thing 
exists, or has existed, or is about to exist, you are pretty firm in that, 
ar you not, Mr, Fox? 

Mr. Fox. Only when I know that things which I have decided are 
facts are facts, Mr. Harris. 

The Cuatrman. When you decide it in your own mind that those 
are the facts, then you m: ike them ? 

Mr. Fox. No, sir; that is a conclusion of yours to which I attach as 
much import: unce as you attach to mine. 

The Cuatrman. You make public statements about. your own con- 
clusions regarding facts which you feel you have established, do you? 

Mr. Fox. I don't stand alone in that, Mr. Harris. There are many 
committees in this Government whose reports do show infiltration by 
Communists prior to 1952. 

The CHarrman. Yes; I am fully aware of the records that have 
been made and the contention that has been made. I just wondered 
if you had any evidence yourself that there has been such people, or 
were such people, in the White House as you mentioned a moment ago, 
at any time? 

Mr. Fox. That expression of course, is one which is a colloquialism 
which is familiar to all Americans and by the White House, of course, 
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I meant the National Government, as most people popularly consider 
it and talk about it. 

The Cuatrman. Then you were going on the basis of colloquialism 
then when you made such statements ? 

Mr. Fox. No; it had nothing to do with my conclusions, only with 
the word which I used to present those conclusions to you in answer 
to one of your questions. 

The Cuatrmn. Now, Mr. Wolverton tried to get you to name the 
people that Mr. Goldfine had made contributions to. Do you know 
of your own knowledge that Mr. Goldfine made contributions to 
anyone ? 

Mr. Fox. Are you talking about legitimate contributions? 

The CuatrMan. Yes; any kind, of your own knowledge. 

Mr. Fox. I have been present at parties where all kinds of indi- 
viduals have asked Mr. Goldfine for contributions which he has agreed 
to make, and I know of my own knowledge he did. 

The Cuatrman. Can you answer the question, if you know from 
your own knowledge that Mr. Goldfine made one contribution to any 
candidate ? 

Mr. Fox. Yes, of course he has. 

The CuHarrmMan. You know that of your own knowledge ? 

Mr. Fox. I know that of my own knowledge. 

The Cuatrman, All right, who? 

Mr. Fox. Well, once again I say to you that Mr. Goldfine has made 
contributions to at least 80 percent of all of the politicians 

The CHarrmMan. You are making a general statement ? 

Mr. Fox. No; that is a specific statement. 

The Cuarrman, All right, will you name one of them ? 

Mr. Fox. Mr. Dever. 

The Cuatrrman. Mr. Dever is deceased. 

Mr. Fox. Yes, but I think it might not be difficult at all to find a 
record of the contributions made by Mr. Goldfine to Mr. Dever and 
so reported, and I think that is the case with many people who are 
now and have in the past been associated with both the Federal and 
State Governments. 

I think they are all a matter of record. 

I think that the people who received them have reported them as 
they were required to do under the law. There is nothing secret about 
it, and there is nothing wrong about it. 

The CuarrmMan. Yesterday you made the statement, which appears 
on page 2425, in answer to a question with reference to Mr. Adams hav- 
ing worked for Mr. Goldfine’s companies. 





I do not know whether he did. 
This is you talking. 

Mr. Goldfine, however, told me that over a perfod of years, especially when the 
Adams children were going to school, that he had helped Mr. Adams financially 
very materially, 

Now, did he tell you this in what way he had helped him? Was it 
through business or was it loaning him money, or in what way was that 
material ? 

Mr. Fox. He told me he paid him cash. 

The Cuatrman. Did he tell you how much cash he paid him? 
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Mr. Fox. He told me that for long periods of time he sent checks 
at regular intervals to Mr. Adams. This is when Mr. Adams was in 
New Hampshire. 

The CuarrMan. When he was in New Hampshire? 

Mr. Fox. Yes. 

The Cuatrman. That was before he was in the Congress even; was 
it not ? 

Mr. Fox. I don’t know when Mr. Adams went into the Congress. 

The Cuarrman. I believe Mr. Adams testified he first know Mr. 
Goldfine in 1940. 

Mr. Fox. Mr. Goldfine claimed that he had known Mr. Adams for 
20 years and that was at least 3 years ago, sir. 

The Cnamman. Do you know what position Mr. Adams held at the 
time this financial assistance was provided according to what Mr. 
Goldfine said to you? 

Mr. Fox. No; I do not. I testified only to what Mr. Goldfine told 
me. 

The Cuarrman. When did Mr. Goldfine tell you this? 

Mr. Fox. Sometime between the end of 1952 and July 8, 1955. 
That would be a period of 2 years and 6 months. 

The CHarrman. And that the assistance that he had given, accord- 
ing to this statement you made yesterday, was sometime prior to 
that? 

Mr. Fox. Sometime prior to that; yes. 

The Cuatmrman. You do not know whether it was 1 year, 5 years, or 
10 years? 

Mr. Fox. I do not know. 

The CirarrMan. You do not know how much it was? 

Mr. Fox. No. 

The Cuatrrman. Then you made the statement following that—— 

Mr. Fox. What page are you on, Mr. Harris? 

The CuarrMan. I have the transcript here. This is the record. 
This is in response to questions asked you yesterday. I quote you: 

I came to the conclusion from that that Mr. Adams must have done some servy- 
ices for Mr. Goldfine, but that is only a conclusion. 

Mr. Fox. That is correct. 

The CuarrMan. That is precisely the way you want the record to 
be left ? 

Mr. Fox. That is what I testified to and that is the fact. 

The Cnarrman. You mean your conclusion ? 

Mr. Fox. That is correct. 

The CHatmrman. You have nothing else to base that conclusion on 
except what you say Mr. Goldfine told you with respect to this assist- 
ance ? 

Mr. Fox. That is right. 

The Crarrman. Now, in response to a question yesterday by the 
General Counsel : 

Did Mr. Goldfine ever tell you he had purchased securities for any public 
official? 
your answer was: 

Yes; he told me that it was his habit to purchase securities for public officials 


which was one of the ways that he was able to help them in return for help 
that they gave him. 
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Do you know what public officials other than Governor Dever that 
you have already referred to, that he purchased securities for ? 

Mr. Fox. No. 

The Cuatrrman. You do not? 

Mr. Fox. I do not. 

The Cuatrman. Then you were asked the question : 

Did Mr. Goldfine ever tell you for whom he had made such purchases of 
securities? 
And your answer: 

Two people. 
Then you explained ex-Governor Dever. 

The other one, I know only what Mr. Goldfine told me— 
using your words— 
and that was that he had bought interests in various ventures for Mr. Adams. 


When did Mr. Goldfine tell you that ¢ 

Mr. Fox. Sometime prior to July 1955. 

The CHarrMan. Did he tell you what ventures they were? 

Mr. Fox. No. He did tell me, however, and this was after July 
1955, in a rather heated conversation I had with him, he did tell me 
that he had bought a house in Washington for Mr. Adams to live in. 

The Cuarman. That is another matter that will be inquired into 
further, but not at this time. 

Mr. Fox. That may not necessarily be bad, you know. 

The Cuarrman. What do you have reference to, Mr. Fox? 

Mr. Fox. What I said, that he told me he had bought a house for 
Mr. Adams to live in. 

The Cuamman. Yes; I am familiar with public accusations that 
have been made, and I fully realize how extensive this entire prob- 
lem is. 

I know that a lot of these things have already been made public out 
of procedures in Boston before the courts. 

What we are interested in, though, are only the facts with reference 
to this investigation here. We have a request for additional matters 
to be discussed. 

Mr. O’Hara. Mr. Chairman, might I submit this for the record? 

The CHatrMAan. Yes. 

Mr. O’Hara. Mr. Chairman, on June 25, in reference to this last 
statement of the witness, I addressed a letter to the Honorable Sher- 
man Adams, a copy of which I have before me, which reads as fol- 
lows: 

I am informed that a witness from Boston, Mass., who is to appear before the 
Special Subcommittee on Legislative Oversight tomorrow, has and will make 
statements to the effect, as follows: 

1. That Mr. Goldfine (also of Boston) had purchased for you the house in 
which you now live in Washington, D.C. ; 

2. That Mr. Goldfine financed and purchased for you certain corporate stocks, 


including stock in one of the textile mills of which Mr. Goldfine is the owner. 
I would appreciate your prompt reply to me with reference to these matters. 


Mr. Chairman, on June 26 I received from Mr. Adams the following 
letter, dated that day: 


I have your letter of June 25, in which you state that a witness from Boston 
who is to appear before the Special Subcommittee on Legislative Oversight, has 
made, and you are informed will make the following statements concerning me: 
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1. That Mr. Goldfine purchased for me the house in which I now live in Wash- 
ington, D.C. ; 

That Mr. Goldfine financed and purchased for me certain corporate se- 
curities, including stock in one of the textile mills of which Mr. Goldfine is the 
owner. 

These statements are absolutely false. 

1. Mr. Goldfine has never, either directly or indirectly, purchased or helped 
finance the purchase of any house of mine. I have never owned any house in 
Washington, and the house in which I now live I rent. 

2. Mr. Goldfine has never financed or purchased for me, or participated 
with me in the purchase of any security or speculation, whatever. I do not 
now have, nor have I ever had, any financial interest in any property or invest- 
ment, business, or undertaking in which he has an interest. 

It is incredible to me that any committee of Congress would permit a witness 
to use the committee as a forum for making such vicious and irresponsible 
accusations. 

Mr. Chairman, I would ask leave that these be inserted in the record 
at this point. 

The CuatrmMan. The gentleman has Just read them in the record. 

Of course, I remind the gentleman that the attorneys for Mr. Gold- 
fine raised the question at the outset of the hearing this morning. If 
any additional facts are to be brought up this morning, the com- 
mittee considers them as to whether they come under the rule that the 
gentleman referred to. 

Mr. O’Hara. Mr. Chairman, they, these items, were already in the 
record. They were already in the transcript I have of the witness’ 
testimony with reference to the purchases which he said a few minutes 
ago Mr. Goldfine testified to. He testified that Mr. Goldfine had 
stated he had purchased a house for Mr. Adams. 

The CuHatrman. I just want the gentleman to be reminded that 
when he merely mentioned it I stopped that phase of it until the com- 
mittee could consider the request that was made. Can you be back 
on Monday morning? 

Mr. Fox. Yes; I can. 

The Cuatmman. Will you return, then, Monday morning at 10 
o’clock for additional questions that members might like to ask. 

The committee will adjourn until 10 o’clock Mond: ay morning. 

(Thereupon, at 12 noon, the committee was recessed, to reconvene 
at 10 a.m., Monday, June : 30, 1958.) 





INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


MONDAY, JUNE 30, 1958 


Howser or REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT, 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m., in the 
caucus room, Old House Office Building, Hon. Oren Harris (chairman 
of the subcommittee) presiding. 

Present: Representatives Harris, Moulder, Moss, Wolverton, 
O'Hara, Hale, and Bennett. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Joseph T. Conlon, subcommittee attorney ; Stuart C. Ross, committee 
consultant; Francis X. McLaughlin, subcommittee attorney; and 
Herman C. Beasley, subcommittee clerk. 

The Cuairman. The committee will come to order. 

Before we resume the questions of the witness this morning the Chair 
would like to make a statement. 

Just before the hearings closed last Friday, June 27, 1958, I ques- 
tioned the witness, Mr. Fox, very closely about some of his statements 
before the committee and particularly with reference to accusations 
which are inconclusive and thus far not substantiated. Some general 
accusations have been made and some positive charges have been made 
of certain individuals. 

Before the testimony of this witness, attorneys for Mr. Goldfine 
requested the subcommittee to invoke rule X1(m)(1) of clause 25 
on the basis of the past record of this witness for uttering false, 
inflammatory, and degrading statements. 

On last Thursday, June 26, I presented the request to the subcom- 
mittee in executive session. 

The subcommittee had a prepared statement of this witness, which 
he proposed to make. The subcommittee considered the contents of 
the statement, discussed it with our counsel, called in the attorneys of 
Mr. Goldfine, and further discussed it with them. 

The committee advised the attorneys from the statement that was 
prepared by the witness it did not appear that such request would 
come within the rule referred to. 

The subcommittee by formal action decided the testimony of this 
witness would be taken in open hearing, as the rule provides in para- 
graph (g) of the House rules and that, so far as it could then deter- 
mine the proposed testimony did not come within paragraph (m). 

It was decided that the chairman should caution the witness, how- 
ever, that such request had been made with reference to his testimony. 
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As chairman of the committee, I talked to Mr. Fox just prior to his 
testimony and admonished him against any testimony that would 
defame, degrade, or incriminate any person or, in this case, the per- 
sons involved. Neither the Chair nor the subcommittee can control 
what a witness will say. We can take only such action as is possible 
with reasonable precaution to prevent an injustice while trying, 
through regular procedures, to obtain the facts. 

It was for this reason that I attempted to closely examine the wit- 
ness on the certain charges. In doing so, he mentioned another 
charge, which I was attempting to avoid in that the committee at 
this time had no further conclusive or substantiating testimony on 
this. I endeavored to stop it there and stated that it was “another 
matter that will be inquired into further, but not at this time.” 

However, the witness, having already mentioned the charge, was 
again cautioned by me, “What we are interested in are only the facts 
with reference to this investigation.” 

Following this reference, Mr, O’Hara read into the record the letter 
from Mr. Adams that said statements regarding the house furnished 
by Mr. Goldfine were absolutely false. 

The committee has this problem before. We had it earlier in the 
year. We had it in connection with the alleged charges of misconduct 
of Commissioners of the Federal Communications Commission. We 
had it in connection with the channel 10 matter. It is not one that 
can be easily controlled because no one can control what a witness 
will say when he is testifying. The Chair can only present the matter 
and the circumstances to the committee for its determination as pro- 
vided by the rules and the committee can only act accordingly. The 
Chair, however, does have a responsibility and will continue to as- 
sume it to the best of his ability. Personally, I abhor a name dropper, 
unsubstantiated charges, or smear tactics. 1 have expressed my feel- 
ing on this question numerous times heretofore. I have also said that 
this investigation was going to be thorough and as complete as possi- 
ble, that it was the intention to do an objective job and develop all 
the facts on a fair and impartial basis. 

It is my intention to do just that. 

On the other hand, this witness has a right to be heard on those 
matters that are pertinent and relevant just as other witnesses have 
been heard and will be heard before this subcommittee. It is undis- 
puted that this man has been a successful businessman to some degree 
and that he has substantial holdings. It is undisputed that he owned 
or at least managed and operated the Boston Post and that, as such, 
there were certain intercessions and investigations by the Securities 
and Exchange Commission, which is a part of this committee’s juris- 
diction. It is undisputed that he was an applicant for channel 5 in 
Boston and the continuation of the Post as an active and going busi- 
ness institution was vital in connection with that application. 

It is undisputed that this man had substantial financial dealings 
with banks, many of them, over the country and as a collateral matter, 
as he has presented, that he was cut off. 

It is undisputed that there were tax liens to the extent of $1,600,000. 
That is collateral to the issue, too. And that later 87 percent of that 
was determined not to have been justified. 
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It is undisputed that the Securities and Exchange Commission, act- 
ing within the provisions of the act, did make an investigation into 
the $4 million proposed issue of the notes on an intrastate basis. 

There is no question but what this man is out of business. That is 
undisputed. ‘There is no question but what he had to give up his 


application for channel 5 because of the failure of the business in 
which he was engaged. 


All of these matters are relevant and important to this investiga- 
tion and it is necessary for the committee to develop all the facts 
thereto. 

There has been no dispute as to the meeting that was held in Boston, 
to which he referred, in the hotel, and the visit with the President of 
the United States with which, as such, I can see nothing wrong. 

There is no question about the other visits which subsequently 
occurred ; that is, it is undisputed thus far. 

There is also thus far undisputed the meeting, which I think is 
very important to this entire matter, with reference to the Federal 
Trade Commission and the matters Mr. Goldfine had before it—the 
meeting that was held on May 10, 1955, at a Washington hotel. 

The facts given by this witness regarding that meeting have not 
been denied and are thus far undisputed, so the committee does have 
a tremendous problem with reference to this investigation. 

I have a wire that has been sent to me which I will include in the 
record from Mr. Robert B. Choate, publisher, Boston Herald- 
Traveler Corp., Boston, Mass., addressed to me as chairman of this 
committee : 


For your information I have this day sent the following telegram to every 
member of the New England delegation: “The House Subcommittee on Legisla- 
tive Oversight, by providing a privileged forum for John Fox so that he might 
with apparent immunity utter libels and slanders with the foreknowledge and 
approbation of subcommittee members, has done irreparable harm to the repu- 
tations of innocent and decent citizens and companies and has degraded the 
Congress which created it. I invite your attention to the following facts: 

“1. Vicious allegations concerning the Herald-Traveler have been thoroughly 


investigated by the Antitrust Division of the Justice Department and found 
groundless. 


“2. Subsequent lies and smears concerning the Herald-Traveler have been 


thoroughly investigated by the Federal Bureau of Investigation and found 
groundless. 

“3. Every current defamatory allegation made by folks concerning the Herald- 
Traveler has been flatly denied by all concerned and—without enjoying the 
privilege of sanctuary extended to Mr. Fox—we have categorically impugned 
his veracity.” 

It is clear that the subcommittee knew well in advance of Mr. Fox’s intention 
of making savage and malicious attacks on me; that he would also accuse me 
of defamatory relations with persons whom I have never met. Yet the sub- 
committee made no effort whatsoever to check the credibility of the charges. 
This neglect to make a single telephone inquiry on the part of a committee whose 
investigators in the past have resorted to hidden recording devices is passing 
strange. 

The subcommittee knew Mr. Fox’ general reputation and must have known 
that as he sat before them he was under bail in a criminal proceeding in the 
State of Pennsylvania. The most elementary sense of justice demands that 
you forthwith take steps to protect innocent and decent men and companies 


from the unconscionable and unparalleled smear-and-run tactics of this notori- 
ous subcommittee. 
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I would deeply appreciate notification by collect telegram of your position 
in this matter. 


Rosert B. CHOATE, 
Publisher, Boston Herald-Traveler Corp., Boston, Mass. 

The subcommittee, of course, has no interest in any keen controversy 
that might exist between any parties wherever they may be. When 
we have a matter before this committee it is passing strange, some 
things taking place, to understand the importance of these coniro- 
versies that develop. 

Again I repeat we are after only the facts. Mr. Choate has been 
before the committee and will have an opportunity to again come 
before the committee, just as others have, and in view of ‘his attack 
on the committee and his denial, I should just refer to a letter dated 
August 2, 1956, from the regional administrator of the Securities and 
E xchange Commission, Boston, Mass., to the Chairman of the Securi- 
ties and E xchange Commission in W ashington, D.C., regarding this 
entire matter and with reference to this problem in which this is 
stated : 


The Boston Herald-Traveler, publishers of the Boston Herald, a morning 
newspaper, and the Boston Traveler, an evening newspaper, have been very 
active in the news by investigations by reporters intu the activities of Fox and 
the Post Publishing Co. These newspapers are watching the situation very 
earefully and in my opinion are anxious to deal a death blow if possible to the 
Boston Post, both for personal and business reasons. I am making this state- 


ment not in a critical vein, but only to report to you what I believe to be the 
facts. 


That is the word from the regional administrator of the Securities 
and Exchange Commission to the Chairman of the Commission here 
in Washington with reference to this matter. 

Mr. Choate had such a strong disclaimer. 

That will be gone into further. 

With this statement, and trying my best to get this in proper per- 
spective in order to obtain all the facts, we have Mr. Fox back here 
this morning to be interrogated further by members of this com- 
mittee on matters to which he has testified and brought up, but any 
new substance and matter that is to be brought up by t this witness 
will be considered by the committee before any further statements 
or testimony is taken thereon. 

Mr. O’Hara? 

(The letter of June 27, 1958, to Chairman Harris from Mr. Robb 
and Mr. Sears, referred to, follows :) 

BINGHAM, COLLINS, PortTeR & KISTLER, 


Washington, D.C., June 27, 1958. 
Hon. OREN Harris, 


Chairman, Subcommittee on Legislative Oversight, New House Office Building,: 


Washington, D.C. 

DEAR CONGRESSMAN Harris: On June 25, 1958, the attorneys for Bernard 
Goldfine delivered a letter to you and your committee asking for the application 
of rule XI, section 735(m)(1) of the Rules of the House of Representatives as 
tu the testimony of one John Fox scheduled to be taken yesterday, June 26. 

The reason stated in the letter for invoking the rule was the past record of 
Fox for uttering false, defamatory, and degrading statements. 

Yesterday, before the hearing commenced, members of your committee met 
in executive session to consider the request of counsel. At the end of the meet- 
ing you invited counsel to attend, told them that the committee had considered 
the matter, had read the prepared statement of Fox, that there was nothing 
defamatory or degrading in the statement, that Fox would be cautioned and 
that the testimony would be taken in open session. 
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Shortly after Fox began to testify it became quite apparent that his state- 
ment was loaded with slanderous and degrading remarks. His answers to 
questions put by the committee’s counsel were no different. The testimony was 
a shocking, revolting, incredible attack on men in high office, an attorney held 
in high regard by the bar of Massachusetts, and a former Governor of that 
State who cannot answer. 

Your committee was duly warned of what would happen. It is difficult for us 
to understand why the committee refused to invoke rule XI in view of what 
was set out in the Fox statement and what was contained in the files of your 
staff. From the questions addressed to the witness by committee’s counsel it 
was obvious he knew what was coming. We call your attention to the wording 
of the rule to the effect that if the committee determines that the testimony may 
tend to defame, etc., it shall receive such testimony in execuive session. 

It seems clear to us that the committee has flagrantly violated its own rules. 

Harm, perhaps irreparable harm has been done. But Fox has not concluded. 

Accordingly, we, as attorneys for Bernard Goldfine, request that Fox at this 
point be subjected to cross-examination by the committee as to testimony already 
given, and that any additional testimony to be developed by committee counsel 
be taken in executive session to the end that the venom and falsifications of this 
malicious witness may go no further than the committee. 

We respectfully submit that unless the committee adopts the suggestions set 
forth in the preceding paragraph it will be subject to well-justified criticism by the 
public as well as by those involved and will be acting directly contrary to its 
proclaimed intentions to act fairly toward all. 

Very respectfully, 
SAMUEL P. SEARS, 
ROGER Ross, 
Attorneys for Bernard Goldfine. 


TESTIMONY OF JOHN FOX, NEWTON CENTER, MASS., FORMER 
PUBLISHER OF THE BOSTON POST, BOSTON, MASS.—Resumed 


Mr. O’Hara. Mr. Chairman. 


Mr. Fox, do you recall ever having made this statement and I quote: 
“You have no idea of my capacity for retribution.” ? 


Mr. Fox. Before I answer the question, may I read a statement that 
will take less than a minute for the record ? 

The Cuarrman. What is your statement pertaining to, Mr. Fox? 

Mr. Fox. It is one page and it pertains only to my testimony of last 
week, 

The Cuarrman. I think we had better have an opportunity to look 
over the statement first. 

(Document handed to the Chairman. ) 

The Cuarrman. I think we would not permit this statement, Mr. 
Fox, because it refers to something else which cannot become a part of 
this record. 

Mr. O’Hara? 

Mr. O’ Hara. Mr. Fox, do you recall the question or do you wish 
the reporter to read it ? 

Mr. Fox. I recall the question, Mr. O’Hara, and I don’t recall 
whether I ever said it but it completely expresses my sentiment so I 
might very well have said it. 

Mr. O’Hara. Well, by retribution, do you mean that you level off 
on what you consider your enemies? Isthat right? 

Mr. Fox. No, Mr. O’Hara, not exactly. I think that the perfect 
analogy is that which exists between this country and the Soviet Union 
today. If I am attacked or if this country is attacked, I will do my 
best to fight back. Retribution, as I use the word, means fighting 
back. 

32090—59—pt. 11-5 
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Mr. O’ Hara. You mean that personally as well as a citizen. You 
mean that those whom you feel injure you you will trying to get? 

Mr. Fox. I will try to fight back with every fair means at my 
disposal. 

Mr. O’Hara. There were two very interesting articles that were 
printed in the June and July 1952, Fortune magazine. I asked the 
Library of Congress if I might have those copies. 

In looking them over, and I am happy to show it to you, June 1952, 
the title of the article was “Money Man from South Boston, by Duncan 
and Norton Taylor.” I presume you have read those articles? 

Mr. Fox. I have read them. 

Mr. O’Hara. In the June article, this statement is recorded, and I 
quote: 

Things were against me. There were forces that played that I didn’t under- 
stand. 

That is a quoted statement from you. 

Do you recall making that statement in this article? 

Mr. Fox. I should have to read the article in connection with its 
context. 

Mr. O'Hara. May I hand it to you? The white page marks the 
place where that statement was made. It is where the write paper 
is. I think I have marked with lead pencil where the statement is 
referred to on page 198. 

Does that appear in that article ? 

Mr. Fox. That does appear. 

Mr. O’Hara. Both of these articles of June and July in Fortune 
magazine were concerning you; were they not? 

Mr. Fox. That is correct. 

Mr. O’Hara. And I now hand you the July 1952, Fortune on page 
166. This is a continuation of the June article by, as I recall, the 

same reporters, “The Boston Money Man.” 

I will ask you to look at that and see if you find the language which 
I quoted to you. 

(Document handed to the witness. ) 

Mr. O’Hara. Is that the correct quotation ? 

Mr. Fox. That is a correct quotation. 

Mr. O’Hara. Now, Mr. Fox, referring to your testimony of Thurs- 
day as to the meeting at the Carlton Hotel on May 10, 1955, I think 
you testified that there was a meeting between Mr. Goldfine, his son, 
Horace, and Mr. Adams. You made some reference in that testimony 
to the meeting having lasted an hour and a half. 

Mr. Moutper. What was that? 

Mr. O’Hara. The meeting had occurred for an hour and a half 
between those three gentlemen. 

How do you know that they were in the meeting for an hour and a 
half because, as your testimony further shows, you were not present 
at the meeting but you came in at some point and had a cocktail, is 
that correct ¢ 

Mr. Fox. That is correct. 

Mr. O’Hara. What I am trying to find out is were you sitting out 
there by yourself for an hour and a half so that you ‘know that the 
meeting took place for an hour and a half, or how do you know that 
it took that long ? 
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Mr. Fox. I know it took that long for several reasons and here they 
are. Inthe first place, Mr. Bernard Goldfine told me that they had— 
and by “they,” I mean Mr. Adams and Mr. Goldfine and Mr. “Horace 
Goldtine—and that the subject matter of their conversation was ex- 
tremely private and confidential and therefore in the circumstances 
would I mind stepping out of the room while they had their meeting. 

Mr. Goldfine said that when the meeting was over, i and he did not 
think that it would take very long, he w ould let me know. 

My room was down the hall, not connected with the suite or apart- 
ment, as you will, in which the meeting took place; and he told me 
that, in the event that I should like to have a cocktail before the meet- 
ing ‘adjourned, that I could step into a kitchenette which adjoined 
the room in which this conference was taking place and, for that rea- 
son, he had set up martinis all mixed in that room or a flacon of mar- 
tinis in that room the door to which opened on to the hallway, the 
public hallway of the Sheraton Carlton with another door opening 
on to the conference room, the room that I designated as a confer- 
ence room, because the conference was taking place there, and that I 
was welcome to help yourself to either of two kinds of cocktails that 
he had there. 

So I left that room, went to my own, made a few telephone calls 
which I think were local, although I can’t remember exactly, and in 
the course of 15 or 20 minutes went to the kitchenette and poured my- 
self a cocktail. 

At that time, I could hear voices in the next room and, since it took 
me a minute or so to come and go, | was aware that all three of the 
persons in the next room were participating in the conference. 

What they were saying, I did not know because it was none of 
my business and I was not eavesdropping but I could hear the three 
voices. 

I left. I went back to my room and spent another 30 or 40 minutes 
there, and then went and got myself a second cocktail and the con- 
ference was still going on, and I knew that through the evidence of 
my own ears, and then returned to my room and, after 15 or 20 more 
minutes, Mr. Goldfine came to my room and told me that the con- 
ference was over and would I join the group. 

Mr. O’Hara. So you went to your room twice, had two cocktails 
and then came back and had another one? 

Mr. Fox. I will put it another way. I would say that I left my 
room twice, had two cocktails, and then went back and had another 
one. 

Mr. O’Hara. Now, you say that Mr. Goldfine said, “Let’s all have 
a drink to my friend, Governor Adams. He never lets his friends 
down and he is not letting me down this time.” 

That is a quote from your testimony of last Thursday. 

Now, who was there when this statement was made? Was Mr. 
Adams there? 

Mr. Fox. Mr. Adams was there. 

Mr. O’Hara. Mr. Bernard Goldfine? 

Mr. Fox. Yes. 

Mr. O’Hara. And Mr. Horace Goldfine? 

Mr. Fox. Yes. 

Mr. O’Hara. So there were three people in the room at the time 
this statement was made besides yourself ? 
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Mr. Fox. Yes. 

Mr. O’Hara. Now, did you take that very seriously? How did 
Goldfine state it? Did you think it was one of his overstatements, 
or did you think it was one of his understatements, or just how? I 
mean was he kidding, was he facetious, was he serious, or what would 
you describe it to be? 

Mr. Fox. I would not know in what sense except perhaps that in a 
jovial social mood he had made a statement except for the fact that, 
when I asked the question, “In what way is he not letting you down ?” 
or “What is he doing for you?”—I don’t remember exactly—Mr. 
Adams took him by the arm to the far corner of the room and quite 
obviously admonished him not to talk too much. 

The Cuarrman. If you know what he said, all right, Mr. Fox. 

Mr. O’Hara. Did he admonish him or did he not ? 

Mr. Fox. Very definitely he did but the exact words I cannot repeat 
because I didn’t hear every one of them, but it was clear enough 
from the snatches of the conversation I got and from Mr. Adams’ 
obvious concern that he was telling Mr. Goldfine to keep his mouth 
shut. 

Mr. O’Hara. Now, as a matter of fact, subsequent to that and upon 
this very matter of the Federal Trade Commission which you say 
Goldfine referred to on this occasion, he was prosecuted by the Fed- 
eral Trade Commission and had to conform with the direction of the 
Federal Trade Commission in the matter of labeling his product, is 
that no true? 

Mr. Fox. I didn’t say that, Mr. O’Hara. Ihave never made a study 
at all of what happened after that. 

Mr. O’Hara. I say you do know that that is the fact and the record 
here shows that that 1s the fact, from the testimony, that I think is 
unquestioned, by the Federal] Trade Commission themselves. 

Mr, Fox. I had not before I came here read anything but the head- 
lines in the most casual manner so that I am not at all familiar with 
just exactly what did happen concerning the Federal Trade Commis- 
sion. 

Mr. O’Hara. Well, if I tell you that it is a matter of record and 
I heard the testimony that they did prosecute him, I do not think 
there is any question about it. 

The CuarrMan. I think the gentleman distinguishes the difference 
between prosecution and having a complaint filed by the Federal 
Trade Commission. I am not sure that the record shows that Mr. 
Goldfine was actually prosecuted on a criminal charge. 

Mr. O’Hara. I do not think he was prosecuted on a criminal charge 
but he was prosecuted by civil proceedings and compelled to sign and 
did sign a stipulation on a cease and desist order which is the usual 
proceeding conducted by the Federal Trade Commission. 

Do you have reference or do you know anything about that, Mr. 
Fox? 

Mr. Fox. I know very little about the Federal Trade Commission. 
IT know nothing about Federal Trade Commission practice and I know 
almost nothing about what happened as between Mr. Goldfine and the 
Federal Trade Commission. 

Mr. O'Hara. If it is a fact that those actions were taken, then Mr. 
Adams did not do anything for Mr. Goldfine, did he? 
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Mr. Fox. That is a conclusion which I do not think I am called 
upon to answer. 

Mr. O’Hara. Very well. 

Now, with reference to what you claim Goldfine told you concern- 
ing the SEC matter, you tell about a conversation, the meeting with 
Mr. Adams and Mr. Goldfine at the Copley Plaza Hotel in Boston. 

Do you know when that was, about what time it was? In your 
testimony there is no reference to the time. 

Mr. Fox. I have not seen a copy of my own testimony but the ques- 
tion in the form in which you put it to me doesn’t seem to me exactly 
like my testimony. 

May I look at the page to which you are referring ? 

Mr. O’Hara. I will read it to you, Mr. Fox. It is on page 2424. 

Mr. Fox. Will you please read enough of the context so that I will 
be able to place it ? 

Mr. O’Hara. You are responding, I think, to questions from Mr. 
Lishman, our counsel, with reference to two other meetings which 
you testified took place, and you said: 

They both took place at the Copley Plaza Hotel in Boston, and Mr. Goldfine 
was in the habit of hiring a couple of rooms at the Copley Plaza whenever he 
wanted to entertain someone, and on two occasions of that nature Mr. Adams 
came to visit Mr. Goldfine and Goldfine invited me in briefly. IE went and left 
after a short time. 

What I am inquiring about is do you recall the occasions or the 
time these visits took place that you speak of in that paragraph? 

Mr. Fox. I recall the occasions but not the exact dates. 

Mr. O’Hara. Were they subsequent to May 10 or prior to May 10, 
1955? 

Mr. Fox. I think they were prior to May 10. 

Mr. O’Hara. How long prior, if you remember? 

Mr. Fox. I don’t remember. 

Mr. O’Hara. With reference to your statement on page 2425 of 
the record: 

Mr. Goldfine, however, told me that over a period of many years, especially 
when the Adams children were going to school, he had helped Mr. Adams finan- 
cially and very materially, and I came to the conclusion from that that Mr. Adams 
must have done some services for Mr. Goldfine. But that is only a conclusion. 

Now, when did that conversation take place? 

Mr. Fox. I have heard Mr. Goldfine make statements to that effect 
on many occasions, many, many occasions—at least two dozen times, 

Mr. O’Hara. Now, can you fix any time? Was there anybody else 
present when he made that statement ? 

Mr. Fox. Certainly; my secretary, Mr. Doten, was there on more 
than one of those occasions. 

Mr. O’Hara. That took place, then, in your office; is that it? 

Mr. Fox. Probably in the office of Mr. Goldfine or in my office— 
either one. 

Mr. O’Hara. And you cannot give us any time or place? Wasthere 
anybody else besides Mrs. Doten there on those occasions ? 

Mr. Fox. There was Miss Paperman on some of them. 

Mr. O’Hara. Miss Paperman. Was there anyone else that you can 
think of? 

Mr. Fox. There may very well have been some employees of Mr. 
Goldfine. I am certain that they were made in the presence of Mr. 
Dever. 








4154 REGULATORY COMMISSIONS AND AGENCIES 


Mr. O’Hara. Of whom? 

Mr. Fox. Mr. Paul Dever. 

Mr. O’Hara. He is dead. 

You were asked Thursday afternoon: 

Did Mr. Goldfine ever tell you that he had purchased securities for any public 
officials? 

Your response: 

Yes. He told me that it was his habit to purchase securities for public 
Officials * * *, 

Did Mr. Goldfine ever tell you for whom he had made such purchases of 
securities? 

Mr. Fox replied: 

Two people. Ex-Gov. Paul Dever, of Massachusetts. 

The other one * * * was that he brought interests in various ventures for 
Mr. Adams. 

When or where did those conversations take place, Mr. Fox? 

Mr. Fox. That conversation—one in particular—took place in the 
first 6 months of 1953. I was very curious on the occasion of the 
conversation, if you would like to have me give it to you. 

Mr. O'Hara. It was the first part of 1953. The other part of my 
question is: Who was present? 

Mr. Fox. Nobody was present at that conversation except perhaps 
Mrs. Goldfine. I am not sure. She very well could have been. 

Mr. O'Hara. Well, you further stated that: 


This wasn’t too long after I first knew him. 


You were speaking of Goldfine? 

Mr. Fox. That is correct. 

Mr. O’Hara. And you did know about the stock which was deliv- 
ered to former Gov. Paul Dever. As a matter of fact, that stock 
was sold by you in January of 1953, was it not ? 

Mr. Fox. I think so. 

Mr. O’Hara. So that, that—at that time was that prior to Mr. 
Adams’ appointment as assistant to the President, do you know? 

Mr. Fox. I do not know. 

Mr. O’Hara. Well, it could have been. Was it in the early part of 
January of 1953? 

Mr. Fox. I think that stock was sold to Mr. Dever somewhere along 
about January 20 or thereabouts. 

Mr. O’Hara. 1953? 

Mr. Fox. 1953. 

Mr. O’Hara. You think that that is when Goldfine told you that 
he had purchased stock or securities, at least, for Governor Adams; 
is that correct ? 

Mr. Fox. No, that is very definitely not correct. 

I didn’t testify to that at all and that isn’t what I think. If you like 
I will tell you under what circumstances I did have this conversation 
with him. 

Mr. O’Hara. Allright, tell us. 

Mr. Fox. I knew, because Mr. Dever had been present when I told 
him that in my opinion the stock would be up in price—by “him,” I 
mean Mr. Goldfine—that Mr. Goldfine was going to buy and agreed 
in my presence to buy some stock for himself and an equal amount for 
Mr. Dever, and I do not recall to whom the stock was confirmed but I 
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know very definitely that it was paid for by Mr. Goldfine and I know 
very definitely that part of it, 50 percent of it, was for the account of 
Mr. Dever. 

Sometime during the next 3 or 4 or 5 months, because I was very 
curious about this matter and because I did not know Mr. Goldfine at 
all well—I hardly knew him at all but I do know Mr. Dever—I, in 
order to satisfy my own curiosity, asked Mr. Goldfine what the deal 
was and it was then that he told me that this was one of the ways 
whereby he helped out people—it was all perfectly legal and all per- 
fectly valid; and I asked him did he do that for many other people and 
he said he did do it occasionally for some people; and it was sub- 
sequent to that conversation, I having gotten to know Mr. Goldfine 
better all the time, that he told me that he had done the same kind of 
thing for Mr. Adams. 

Mr. O’Hara. That was the U.S. Leather stock that you were telling 
about that he bought for himself and Mr. Dever. Is that correct ? 

Mr. Fox. In the case of the purchase by Mr. Dever, that is right. 

Mr. O’Hara. That was 1,000 shares for Mr. Dever and a thousand 
shares for Mr. Goldfine of U.S. Leather ? 

Mr. Fox. That is right. 

Mr. O’Hara. Do you know whether or not, when Mr. Dever died, 
all of the stock was in the possession of Mr. Goldfine, as has been testi- 
fied here by Miss Paperman ? 

Mr. Fox. That it was all in the possession of Mr. Goldfine? 

Mr. O’Hara. Yes. 

Mr. Fox. I do not know that to be the case. The stock went up and 
IT know that Mr. Dever told me that he had sold his stock. I know noth- 
ing beyond that. 

I am surprised that they still held the stock, or either one of them 
held the stock, because I have been very definitely informed that the 
stock had been sold after it did rise—as I have said. 

Mr. O’Hara. You appeared in the Federal court in Boston before 
Judge Wyzanski in the hearing on April 16, 1958, involving the East 
Boston Co.—is that correct—as an attorney ? 

Mr. Fox. That is correct. 

Mr. O’Hara. And at that time—did you state to the court that Mr. 
Goldfine once told you that he “was getting away with murder” in 
the Hast Boston Co. case because he had Sherman Adams in his 
pocket ? 

Mr. Fox. That is.entirely correct. 

Mr. O’Hara. Now, what was the approximate date of that con- 
versation that you had with Mr. Goldfine ? 

Mr. Fox. That was some time after July 8, 1955. 

Mr. O’Hara. After July 8, 1955. Now, did you not write some 
rather laudatory editorials over your own signature in the Boston 
Post with reference to Mr. Goldfine subsequent to that date? 

Mr. Fox. That is correct. I don’t now the dates. 

I should think if you have them I would like to see them. 

Mr. O’Hara. First, let me go back to one question which you testi- 
fied to previously. 

John Griffin served as you editor during all of the time of your 
operation of the Post as your editor in chief, did he not? 


Mr. Fox. Until he died. 
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Mr. O’Hara. Until he died. And you have testified that you did 
not take possession of the Post until actually September 3, 1952, 1s 
that correct ? 

Mr. Fox. Yes. 

Mr. O’Hara. Well, is it not a fact that Mr. Griflin was named editor 
in chief and it appeared in the Boston Post that he had been named 
editor in chief on July 2, 1952, and that you did insist that Mr. Grif- 
fin be put in as chief editor ? 

Mr. Fox. No, I did not insist at all. 

Mr. O’Hara. Did you have anything to do with that action at this 
particular time? 

Mr. Fox. Nothing at all. 

Mr. O’Hara. That was done by the previous management of the 
company, is that correct ? 

Mr. Fox. That is right. 

I should clarify that a little. The attorney for the sellers of the 
Post did come to me and say that it was an intolerable situation that 
the Post did not have an editor in chief and that the ablest man on 
the editorial staff was Mr. Griffin and that they desired and that the 
sellers desired to make Mr. Griffin the editor in chief but that it would 
be a very deleterious thing if he were demoted after I did assume con- 
trol of the papers so they asked me had I any feelings in the matter and 
I said I couldn’t, I did not know Mr. Griffin, I had never met him 
and I knew nothing about him. 

So the attorney for the sellers brought Mr. Griffin to my office one 
day and, after I had met him, I conveyed to the attorney for the seller 
that I had no objection to Mr. Griffin and in that matter I didn’t know 
another blessed soul on the Post in any capacity so that, if they said 
that he was the only man able to handle the job, why, that was just 
about it and they could do as they pleased but I had no objection to 
Mr. Griffin. 

To that extent, if you call that control, I had control. 

Mr. O’Hara. Well, you have testified that at the meeting of July 8, 
1955, you were to pay $225,000 in cash, and deliver securities valued 
at $250,000, and the new board of directors were to be instituted. 

Mr. Fox, is it not a fact that by a previous letter from you to the 
Motor Park, Inc., dated June 24, 1955, when this meeting of July 8 
was set up by that letter, you promised to make payments in full and 
not by notes? Is that not a fact? 

Mr. Fox. It is possible that I wrote such a letter. I don’t recall it. 

Mr. O’Hara. Do you have a copy of that letter ? 

Mr. Fox. I might. It would speed things up a little bit if you 
showed me 

Mr. O’Hara. I do not have it, Mr. Fox. 

Mr. Fox. I don’t know whether I did or not. 

Mr. O’Hara. It is supposed to be dated June 24, 1955. 

Mr. Fox. To whom was it supposed to have been addressed ? 

Mr. O’Hara. To Motor Park. Tne. 





Mr. Fox. I do not have a copy of such a letter. I might have 
written one. 

Mr. O’Hara. If you find that you do have a copy of it, will you 
furnish it to the committee ? 


Mr. Fox. Yes, I will. 
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Mr. O’Hara. Anyway, is it not a fact that because of the difficult 
approach which you took, the fact that you promised to pay in cash 
for this stock, and, instead of that, you w: anted to give notes and securi- 
ties, that that was the reason that Mr. Goldfine walked out of the 
meeting, because it was in violation of your previous commitment of 
that letter? 

Mr. Fox. Not a bit. 

Mr. O’Hara. Not a bit; very well. 

Mr. Fox. Mr. Goldfine and I were in constant negotiation during 
the period between June 24 and July 8. I knew on that date, July 8, 
I should have at least a quarter million dollars in cash and a very 
large amount of securities, and I didn’t know exactly how many se- 
curities [ would have and how much cash I’d have, and the meeting 
was arranged on the basis that I would give him at least $225,000 and, 
if I could, pay the balance. If I could not pay the balance, he did 
not have to deliver the securities of Motor Park, Inc., but that, on the 
contrary, I would deliver to him a very substantial amount of 
securities. 

The only thing to take place at that time was a change in the officers 
and a change in the directors with written resignations of the new 
officers and directors handed to his attorney, and it was on that basis 
that everybody met. 

Mr. O’Hara. Mr. Fox, is it not a fact that your paper was not in 
support of Governor Dever until after the Goldfine-Dever loans were 
made to you? 

Mr. Fox. Mr. O’Hara, that is not true. It is adequately covered 
in the statement that I read into the record on Thursday, and the 
evidence of the president of the Post itself is conclusive. 

There was never an unkind word said about Mr. Dever from the 
day I assumed that newspaper’s control. 

Mr. Fox. Here is a photostat of the Boston Post of September 18, 
1952, in which the Post says “Dever Vote Cut. New Upset Seen.” 

{ will hand you that and ask you if that is a true and correct copy 
of the Boston Post as of that day. 

Mr. Fox. I recognize it, and I point out to you that these two 
stories which are circulated here are direct reporting of factual news. 
And I further point out that one of these articles is written by Walter 
Voll, who was Mr. Dever’s strongest supporter on the staff of the 
Post, who is now press secretary of Governor Furcoli. And I am 
informed that he got his job at Mr. Dever’s recommendation. 

There is nothing whatever in those stories which is anti-Mr. Dever. 
As a matter of fact, I believe that they gave Mr. Dever all the breaks 

Mr. O’Hara. Here is another Boston Post photostat, September 9, 
1952, and the headlines “Dever Bans 635 New Jobs on the Eve of 
Special Session.” I will ask you if you identify that as a true and 
correct copy of the Boston Post. 

Mr. Fox. That is a correct copy, and I must point out to you that 
this is an extremely favorable piece of news reporting. It is a factual 
piece of news reporting. But in this particular case we gave Mr. 
Dever every break that there was in the world because the legislature 
had voted 635 new jobs just before election and the State was in a 
turmoil because of the criticism of this kind of thing. And by pub- 
lishing, with the emphasis that is present here, this story, it did Mr. 
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Dever a very considerable amount of personal good, as showing him 
to be in favor of economy and not of dipping into the trough just 
before election. 

Mr. O’Hara. The Boston Post was quite critical of the so-called 
pension bill. 

Mr. Fox. That is correct. 

Mr. O’Hara. That the Post fought very bitterly. Is that not 
correct ¢ 

Mr. Fox. That was before my acquisition of control. That is 
correct. 

Mr. O’Hara. Governor Dever presented that as a part of his pro- 
gram, the so-called pension bill? 

Mr. Fox. It was one of Mr. Dever’s campaign points of pride that 
he had caused the pension bill to be revoked. 

Mr. O’Hara. He subsequently called a special session and they did 
repeal the bill. 

Mr. Fox. He did, and I believe that the newspaper which you have 
in your hand may be of September 16—— 

Mr. O’Hara. No. It is September 7. I will ask you to identify 
that as being part of your newspaper. 

Mr. Fox. That is correct. aaa that, too, is a very favorable posi- 
tion for Mr. Dever. The law was highly unpopular. The bill was 
highly unpopular in the State, and Mr. Dever, when he was takin 
a position to kill it, was taking a very popular position which woul 
have helped him. And we helped. 

And I call your attention, Mr. O’Hara, that every one of these 
things happened before there was any discussion of any loan by Mr. 
Dever’s client to me or to the Post. 

Mr. O’Hara. In the course of Boston Post of October 23, 1952, 
which was subsequent to the loan, you came out, and the heading of 
the particular item circled in red is “Governor Strong in Post Poll.” 
Was that an actual poll or was it a phony? 

Mr. Fox. It was an actual poll, and, in view of the fact that Mr. 
Dever had been running far behind before my acquisition of the Post, 
and, in view of the fact that he just barely missed out for reelection, 
I think a difference of 1 or 2 percent in the vote cast would have 
elected him. And my recollection is 1 percent would have reelected 
him. 

This poll, which was an absolutely factual poll, told the truth and 
told it accurately. 

Mr. O’Hara. Then this heading would be very accurate, “Governor 
Dever Strong in Post Poll?” 

Would you look that photostat over and tell me if that is a correct 
copy of the Post of October 23, 1952 ? 

Mr. Fox. That is correct. We were doing as well as we could for 
him, but the poll was an absolutely factual poll. 

Mr. O’Hara. With reference to your strong feeling against Mr. 
Goldfine after this July 1955 meeting, I hand you what purports to 
be a photostatic copy of the Post of March 1, 1954, in which you refer 
to Mr. Goldfine and the purchase of some cows for shipment to Israel, 
in which I believe you or the Post also joined, in which you refer to 
him asa philanthropist, and ask you to state if that is a true and correct 
copy of the Boston Post of that date and the article which appears in 
that column. 
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Mr. Fox. This is March 1, 1954? 

Mr. O’Hara. March 1, 1954. 

Mr. Fox. That isa correct copy of the Post of that date. 

When you say that I referred to it, you mean the Post referred to it. 
I would like to have the record show that. 

Mr. O’Hara. Yes; the Post referred to it. 

Now I hand you a photostatic copy of the Boston Post of June 21, 
1955, in which the heading is “Hailed as Civic Leader—Goldfine 
Awarded Degree by New England College,” and ask you if that is a 
true and correct copy of your reporting of the Post of that day ? 

Mr. Fox. That is correct. 

Mr. O’Hara. Now I hand you a photostatic copy of the Boston 
Post dated June 30, 1955, an editorial under your byline, “Banana 
With the Skin On or Success With a Boost. Not by Horatio Alger; 
by John Fox,” and ask you to state if that article is not very compli- 
mentary to Mr. Goldfine and highly laudatory of him. Will you 
look at it and advise me if that is a true and correct photostatic copy 
of the Post of that date? 

Mr. Fox. That is correct. 

Mr. O’Hara. I hand you a photostatic copy of the Friday, July 1, 
1955, issue of the Boston Post, an editorial by John Fox—that is you, 
is it not ?—with reference to Mr. Goldfine, and particularly laudatory 
of Mr. Goldfine, and ask you if that is a true and correct copy of the 
Post. 

Mr. Fox. That is correct. 

Mr. O’Hara. I hand you a photostatic copy of the Boston Post of 
July 6, 1955, and ask you if that is a true and correct copy of that 
portion of the Boston Post issue of that date. The editorial refers 
to the garage business. 

Mr. Fox. That is right. 

Mr. O’Hara. Mr. Chairman, I merely ask that these records be made 
a part of the files of the committee. I am not asking that they be 
inserted in the record at this point, but that they be made a part of 
the files of the committee for such consideration as they may want 
to give to them. 

The Crarrman. Let them be received for the files and referred to 
in the record. 

Mr. O’Hara. Mr. Fox, do you know a Lawrence Goldberg ? 

Mr. Fox. Yes. 

Mr. O’Hara. Is he one of the reporters of your paper ? 

Mr. Fox. He was. 

Mr. O’Hara. Do you still deny that you were attacking Mr. Dever 

rather consistently in the Post prior to the time that the loans were 

made by Mr. Dever and Mr. Goldfine? I presume that it was Mr. 
Goldfine’s money, but part of the loans were negotiated through Paul 
Dever and his brother Edward Dever. Is that correct? 

Mr. Fox. That is correct. 

By your question : Do I still deny that I was attacking—— 

Mr. O’Hara. That your paper was attacking. 

Mr. Fox. My paper was attacking Mr. Goldfine or Mr. Dever prior 
to making the loan, you must be referring to the period between my 
acquisition of control and the date of that loan, 

Mr. O’Hara. I am speaking from September 3 on until substan- 
tially October 23, 1952. 
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Mr. Fox. I certainly do deny it. And the evidence of the paper 
itself is conclusive. 

As I said before, there isn’t one word of anything but favorable 
place and space preference given to Mr. Dever from September 3, 
1952, on. 

Mr. O’Hara. I noted in the telegram the chairman read from Mr. 
Choate some reference to the libel suit. How many times have you 
been sued for libel, Mr. Fox ¢ 

Mr. Fox. But once. And the suit that you are talking about was 
the result of an error by Western Union, in which I sent 2 perfectly 
nonlibelous telegram to its recipient with copies to five other people, 
and Western Union made the mistake of not labeling them as copies 
to five other people. But one went to a man—well, the others all went 
to people as telegrams addressed to them. Noone found them libelous 
and nobody misunderstood them except one man who is the counsel 
forac orporation against which I had started a $2 million suit for the 
misappropriation of natural gas and whose income, which was about 
$170,000, had been held up the day before he filed this suit, which is 
nothing but an attack on the person in order to achieve an end. 

Under Pennsylvania practice, nothing but a complaint and sub- 
stantiated complaint is necessary to cause such a suit to be started. 

Mr. O’Hara. You were sued before in civil action, were you not, by 
a Boston attorney for libel ? 

Mr. Fox. As publisher of the Post I was sued. You are talking 
about Mr. Muchnick, who is now my attorney and a boyhood friend 
And that suit, I should tell you, was ended by Judge Wyzanski after 
having heard both of our testimonies, in which he said that he had 
never heard two parties to a libel suit begin by praising the characters 
of the other, and the suit ended right then and there. 

Mr. O'Hara. Did you make a settlement with him? 

Mr. Fox. Paid him nothing. We paid his attorney a small fee; 
and that was the Post Publishing Co., and I was sued simply as pub- 
lisher of the Post; the legal formality and nothing more. 

Mr. O'Hara. Is the criminal libel suit pending in Pennsylvania 
and this other one by this attorney in Boston the only two times you 
have been involved in libel suits? 

Mr. Fox. That is correct. 

Mr. O’Hara. Mr. Chairman, I have some other questions, but I have 
taken a good deal of time. I yield now. 

The Cuamman. Mr, Flynt? 

Mr. Fiynv. I have no questions. 

‘The Cuairman. Mr. Hale? 

Mr. Hare. Mr. Chairman, I have no questions but I should like to 
state for the record that the primary election in Maine at which I was 
a candidate was held on June 16. I had been in Maine from May 29 
to June 10, and on June 13, in connection with my primary campaign, 
and I had to be in Maine on June 25 and 26 attending a Republican 
State convention, and was slated on June 27 to speak at a dinner at a 
convention of the American Legion. 

I regret very much that these necessary absences in Maine entailed 
my absence from sessions of the committee, which I realize were very 
important. I expect to be diligent in my attendance at the meetings 
of the committee in the future. 

Thank you. 
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The Cuarrman. Mr. Bennett? 

Mr. Bennett. Mr. Fox, I have some further questions to try and 
clarify the situation that existed between you and the Securities and 
Exchange Commission in July and August of 1956 when you were 
attempting to finance your operations through the sale of certain 
notes, 

It had been my understanding that, Cathey to the opinion which 
you expressed, the Securities and Exchange Commission would have 
jurisdiction over the type of financing in which you were engaged, 
upon this basis, that, while it is true if the notes which you proposed 
to sell were being sold and advertised for sale solely to people within 
the borders of the State of Massachusetts, then there would be no 
requirement to register those securities under SEC laws, but that if 
during the course of such a sale or offer of sale the mails were used 
either in the distribution of your newspaper which contained the offer 
or information concerning the proposed securities or otherwise, then 
the provisions of section 17 of the Securities Act would apply. Sec- 
tion 17 is the section which makes it unlawful for any person in the 
sale of any securities to make false or misleading statements of any 
kind, and specifically says in subsection (a) : 

The exemptions provided in section 3 shall not apply to the provisions of this 
section. 

Section 3 is the section which exempts registration if you are sell- 
ing solely within the State. 

Is that a fair and accurate statement of the situation in your 
opinion ¢ 

Mr. Fox. No, Mr. Bennett; it is not. 

Any person who reads the Securities Act of 1933 would come to 
the conclusion to which you have come as a matter of reading the 
words, and that is a conclusion to which in the first instance I came. 
I talked to Mr. Philip Kendrick, the regional director of the Securities 
and Exchange Commission in Boston, about this matter, and Mr. Ken- 
drick, after making whatever checks he desired—and I do not know 
what they were—told me on the telephone—and I am not sure that I 
didn’t go see him—that, although that might seem to be the meaning 
of the law from reading the sections to which you have just referred, 
nevertheless, as a matter of practice, the Commission had consistently 
held that, even though the mails might have been used for the purpose 
of conforming or delivering such securities, nevertheless, if the offer- 
ing were completely intrastate, the consistent decisions and even the 
regulations of the SEC over the 22 years in which that agency had 
existed—I repeat that both the decisions and the regulations had 
consistently held that such offerings, despite the language of the stat- 
ute, were not subject to the Securities Act of 1933. And there seemed 
to be no reason why in this particular case—not at that time anyhow— 
the SEC should have departed from a precedent of 22 years. 

Now, Mr. Kendrick did tell me further that as a matter simply of 
protection, although it wasn’t necessary, it might be a good idea for 
me to send him a telegram or a letter in which I told him that I in- 
tended to make this offering. And in the first instance my recollection 
is that Mr. Kendrick did clear this proposed offering as regional di- 
rector as being entirely free of any jurisdiction by the Securities and 
Exchange Commission 








4162 REGULATORY COMMISSIONS AND AGENCIES 


Thereafter something happened, and I do not know what it was, 
but obviously Washington overruled the regional director. 

Mr. Bennett. Are you saying that the regional director told you 
that the sale of these proposed securities would in no sense or in no 
way come under the provisions of the SEC ? 

Mr. Fox. I think so, and my recollection is that I have a telegram 
from him, or a letter from him that says so. 

Mr. Bennett. Do you have it with you? 

Mr. Fox. I don’t know. 

Mr. Bennett. Are you sure you are not speaking of the registration 
phase? I want to be sure the record is straight in that respect. 

I do not think there is any question that if the securities were sold 
and advertised for sale solely to the people within the State, you would 
have been required to register under the provisions of section 5, but 
that is not what I am directing my question to because the SEC as- 
serted jurisdiction under the provisions of section 17, which were the 
fraud provisions of the act and apply in a case where the mails are 
used to advertise or offer for sale securities such as these. 

Would you like to review your notes during the noon recess and I 
will ask some other questions about that ? 

Mr. Fox. I think that would be advisable. 

Mr. Bennerrt. In any case, you had some conferences with two 
people from the Washington office of the Securities and Exchange 
Commission in respect to this filing, one a Mr. Barlock, the other a 
Mr. Levy, auditor for the Commission ? 

Mr. Fox. That is right. 

Mr. Bennerr. At the SEC in Boston? 

Mr. Fox. That is right. 

I had a telephone talk before they came to Boston. 

Mr. Bennett. Before they came to Boston ? 

Mr. Fox. Before they came to Boston. 

Mr. Bennett. If you had a meeting with them, would it have been 
the latter part of July 1956, on a Saturday afternoon ? 

Mr. Fox. It was either the last part of July or the first part of 
August. 

Mr. Bennett. Now, it was the Boston Post that was the firm issu- 
ing these securities and which would be responsible for their pay- 
ment; is that not true? 

Mr. Fox. The responsibility for their payment would be primarily 
the security pledged under these things themselves because the Post 
obviously did not have the credit. 

Mr. Bennett. The issuer of the security was the Boston Post; is 
that not right ? 

Mr. Fox. That is correct. 

Mr. Bennetr. The Boston Post with all of its assets would be re- 
sponsible for the payment of the notes 2 mS 

Mr. Fox. Yes, but they were to be additionally secured by the 
pledging of specific leases. 

Mr. Bennerr. Which were owned or presumably owned by the 
Boston Post ? 

Mr. Fox. Well, they were not owned by the Boston Post but they 
were available for the Post to use as collateral. 
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Mr. Bennett. Did the Post at the time of your negotiation, at the 
time of your discussions with the SEC people, actually own these oil 
and gas profits of which you spoke the other day ? 

Mr. Fox. No, they didn’t. 

Mr. Bennett. Did they have any firm definite agreement by which 
they could acquire them ? 

Mr. Fox. Yes. I had the agreement. 

Mr. Bennett. Was there a consideration involved ? 

Mr. Fox. And I was willing to put them—to cause them to be 
placed into the Post. 

Mr. Bennetr. You were not in a position to pay or the Post had 
not paid for these oil and gas reserves ¢ 

Mr. Fox. No. 

Mr. Benner. At the time you would have issued the securities? 

Mr. Fox. Those were to have been paid for out of the proceeds 
of the securities. 

Mr. Bennett. So you would have had the gas leases in escrow until 
after you had sold and then they would have been paid for? 

Mr. Fox. One hundred thousand dollars would have done it. 

Mr. Bennerr. Now the Post at the time this transaction was taking 
place was in very poor financial condition ; was it not ? 

Mr. Fox. It certainly was. 

Mr. Bennett. And you discussed that situation with these two 
men from the SEC? 

Mr. Fox. After they came, yes. 

Mr. Bennett. Is it true that you had not had an independent audit 
made of the Boston Post from the day you took it over in 1952 until 
1956, when you were talking with the SEC people ? 

Mr. Fox. That is true. 

Mr. Bennerr. And the only financial information that was avail- 
able to the SEC came from your own company audit? 

Mr. Fox. That is correct. 

Mr. Bennerr. Did the SEC people suggest to you that in financing 
of this kind it would be well to have an independent audit of your 
books ¢ 

Mr. Fox. They did. 

Mr. Bennerr. Did you agree with that ? 

Mr. Fox. I told them it was none of their business because we were 
not subject tothem anyhow. I furthermore told them 

Mr. Bennerr. Did you feel that was an unreasonable requirement 
when you were selling securities to the public to give them the benefit 
of financial information as the result of an independent audit as dis- 
tinguished from an audit of your own personal employees ? 

Mr. Fox. There wasn’t time and they knew it. 

Mr. Bennert. Regardless of time, do you mean that you were in 
such a rush to get these out that you did not care what kind of an 
audit the public got? 

Mr. Fox. Yes, we did. 

Mr. Bennett. Were you thinking about the public or anything 
about yourself ? 

Mr. Fox. I was thinking about both and I point out to you, Mr. 
Bennett, that it was made perfectly clear that the Post was not in 
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good financial condition and that these notes were put into good 
financial condition but over and above and beyond that that the 
collateral that was supposed to be specifically pledged for these notes 
was so overwhelmingly valuable that there was no possibility of there 
not being made. 

Mr. Benner. That w as your opinion ? 

Mr. Fox. That has proved to be the case. 

Mr. Bennetr. Regardless of whether it has proved to be the case, 
do you not think that in advance of selling $4 million in notes to the 
public to finance your enterprise that the people who were going to buy 
these securities should have been entitled to the benefit. of an inde- 
pendent audit of your books? Do you think so or do you not think 
so? 

Mr. Fox. They were entitled to an accurate statement of the condi- 
tion of the Post regardless of where it came from. 

Mr. Bennerr. But do you think that it is unreasonable that that 
come from an independent auditing source as distinguished from your 
own personal employees ? 

Mr. Fox. In the circumstances that the collateral was adequate and 
that the information was given to the public was accurate and also 
in the circumstances that the SEC had never before under similar cir- 
cumstances asserted jurisdiction, I think it was completely reasonable 
for me to inform the Securities and Exchange people that this was our 
business, not theirs. 

Mr. Bennetrr. Well, what about the public who was going to buy 
the securities / 

Mr. Fox. The public would have been adequately protected. 

Mr. Bennerr. Would they not need the information here ? 

Mr. Fox. The public would have been adequately protected be- 
cause there was no representation whatever that the Post before the 
sale of these notes was in good condition and anybody who bought 
them would have bought them with full knowledge of that. There 
was never any question of that and I told these people from the SEC 
that. 

Mr. Bennerr. You were in a rush to get this financing through and 
anybody who questioned you about it caused resentment on your 
part, is that not true? 

Mr. Fox. Not anybody. 

Mr. Bennerr. From the SEC? 

Mr. Fox. If the Massachusetts authorities had done that I would 
not have been resentful. 

Mr. Bennett. Do you not think the Massachusetts people, when 
you finally got around to going to them, would have asked some of 
the same questions ? 

Mr. Fox. They would have asked the same questions but they 
would not have been as viciously unreasonable as was that of the SEC. 

Mr. Bennerr. You say that in spite of the fact that it never came 
before the Massachusetts commission for consideration / 

Mr. Fox. I certainly did take it up with the director of public 
utilities. 

Mr. Bennert. I know you took it up with him in a conversation 
but did you ever file a formal application ? 

Mr. Fox. No. 


Mr. Bennerr. Upon which they could act ? 
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Mr. Fox. No. 

Mr. Bennerr. Right. They did not have any information except 
what you told them in a conference. 

Mr. Fox. That is correct. 

Mr. Bennervr. All right. 

I am referring to a memorandum of the SEC people of your con- 
versation : 

On Saturday afternoon, Fox, in response to our questions, advised us that as 
at July 31, 1956, the Post had some $15,000 of cash, receivables of $300,000 
(some of which had been pledged) and land and buildings valued at about 
$1,750,000. The Post’s current liabilities totaled approximately $1,750,000. 
These included a Federal tax lien of $289,000 (on a claim for $263,000) a city 
of Boston tax lien of $275,000 (on a claim of $260,000 as of July 31, 1956); a 
$106,000 claim of John Bottomly, who had an option to purchase the Post; 
Massachusetts excise tax claims of $20,000; attachments of general creditors 
totaling $65,000; union labor claims of $200,000; and general creditor claims 
of $700,000. 

Is that an accurate statement of that part of your conversation and 
are those facts true ? 

Mr. Fox. I think that is, sir. I think that is accurate except for 
one thing. That I made very clear to these two representatives of the 
SEC that there might have ‘been some other liabilities which weren’t 
in my personal control and which I would have caused to be elimi- 
nated as a part of this offering or in connection with this offering. 

Mr. Bennerr. Now then, you asked the two people from “the 
SEC—— 

Mr. Fox. Mr. Barlock and Mr. Levy. 

Mr. Bennerr. Mr. Barlock and Mr. Levy about their views as to 
the adequacy of your proposed prospectus; whether it was a fair and 
adequate statement of all of the facts relating to your financial condi- 
tion of the company ? 

Mr. Fox. I did not. 

Mr. Bennerr. You did not ask them ? 

Mr. Fox. Not at all. 

Mr. Bennerr. Well, did you discuss with them—— 

Mr. Fox. I answered questions that they put to me. 

Mr. Bennerr. Here is another part of their memorandum. This 
purports to be a résumé of their conversations with you concerning the 
inadequacies in your proposed prospectus : 

1. The cover page of the prospectus gives the price of the note, $10 per cer- 
tificate. Mr. Koppelman * * * could * * * 

He is your attorney ? 

Mr. Fox. That is correct, he was my attorney. 

Mr. Bennett. He suggested that the word “certificate” be changed 
to “unit.” Do you ree all that ? 

Mr. Fox. Yes. 

Mr. Bennetr (reading) : 

2. The second sentence in the third paragraph on page 1, prospectus reads: 

“This property cost the Post in excess of $1 million. We advised Fox that 
he should include herein the present valuation of the property, since it was sub- 
stantially less than the cost” 

Do you recall that ? 
Mr. Fox. Are they referring to the leases ? 
32090—59—pt. 11——-6 
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Mr. Bennett. Referring to the cost of the property. You said the 
cost of the Post is in excess of $1 million. 

Mr. Fox. Yes. 

Mr. Bennett. “We advised Fox that he should include herein the 
present valuation of the property, since it was substantially less than 
cost.” 

Do you recall that? 

Mr. Fox. I don’t recall it and had the suggestion been made I 
would have told them that it would have been impossible to evaluate. 

Mr. Bennett. It would have been impossible ? 

Mr. Fox. Impossible to have evaluated it. Who was to evaluate 
it, the same kind of genius in the SEC who said there was no gas in 
the Luthersburg gas deal ? 

Mr. Bennett. Is there not such a thing as independent appraisals 
of property ? 

Mr. Fox. That is no requirement of any registration statement that 
I have ever know anything about and it is not part of the Securities 
Act of 1933. That was simply a suggestion of a couple of hatchetmen 
and when they flashed around such things, although I don’t recall 
that they specifically mentioned that, my question was, “What are 
you here for, to break the Post and to prevent this thing or are you 
here for some constructive purpose ?” 

Mr. Bennett. They were there to protect the public. 

Mr. Fox. I disagree with that, Mr. Bennett. They were there to 
see that the Boston Post closed down and I told them so. 

Does it say that in the memorandum ? 

Mr. Bennett. No, it does not. It says the Boston Post was in very 
precarious financial situation. 

Mr. Fox. I told them that. 

Mr. Bennetr. And the Boston Post wanted to get its financial 
situation straightened out-by dumping notes upon the public and these 
people were there, as they should have been in my opinion, to cause 
you to file a correct and accurate statement of your financial position, 
which I think you resented and apparently you still resent. 

Mr. Fox. In my opinion, they were there to wreck the Post and 
in my opinion they had no right whatever to ignore the value of the 
assets that were to be pledged which were perfectly good assets and 
in my opinion it is outrageous for the SEC to say that one man in 
the SEC’s geology department can be assistant to the Lord Almighty 
and say that there is no gas in a field which will put out 100 billion 
cubic feet by the end of this year. 

Mr. Bennert. I am not talking about the gas now. 

Mr. Fox. Well, I am. 

Mr. Bennerr. Let us deal with the question at hand. 

I will get to that. 

You think it was unreasonable then for the SEC to insist that you 
put the present, the then value of the Post property as distinguished 
from the price you paid for it? 

Mr. Fox. It was unreasonable for it was impossible to have evalu- 
ated it. Nobody could have evaluated it. 

Mr. Bennett. Why not? 

Mr. Fox. It was the kind of thing that was impossible of evaluation. 

Mr. Bennerr. Why? 
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Mr. Fox. How can anybody tell what the value of a newspaper of 
great circulation is? 

Mr. Bennett. I am sure I do not know. I would not be able to 
do it but I am sure there are some people who would. You say that 
is impossible. 

Mr. Fox. I think that the statements concerning the value of the 
Post might have been ranged as much as 1,000 percent apart. 

Mr. Bennerr. Was it unfair for them to say that the value of the 
property was below its cost in their opinion ? = 

Mr. Fox. I think that under the provisions of the Securities Act 
of 1933, it is absolutely unfair for them to do so. 

Mr. Bennett. Let us talk about the subject itself. Do you have 
any opinion? You paid a million dollars for it. : 

Do you have any opinion as to what its value was? 

Mr. Fox. You say that I paid $1 million for it? 

Mr. Bennett. That is what it says here that the property cost $1 
million. 

Mr. Fox. That is as accurate as the rest of their reports. 

IT paid $3,200,000. 

Mr. Bennett. What property are they talking about as $1 million ? 

Mr. Fox. I haven’t the faintest idea of what they were talking about. 
They weren’t interested in getting information from me. That was 
clear from the beginning. 

I told them that in the presence of Mr. Kendrick. 

They were interested in one thing, making it impossible, and this 
is before they had any information whatever, making it impossible 
for this issue to be sold. 

Mr. Bennett. They next discussed that— 

On pages 2 and 8 of the prospectus there was included a discussion of a 
project for the construction of a new Federal office building in Boston. We 
advised Fox that all references to the proposed new Federal building should 
be deleted from the prospectus, since it was conjectural and there was no 
assurance that the building would be erected across the street from the Post 
property on Pearl Street. 

Now, is it true that in your prospectus to sell these notes that one 
of the attractive things that you were throwing out was that a new 
Federal building was to be erected across the street from your 
property ? 

Mr. Fox. It is not true. 

Mr. Bennerr. You made no mention of this building ? 

Mr. Fox. That is another question. 

Mr. Bennerr. Did you make mention of it ? 

Mr. Fox. We made mention of it and set out the facts exactly 
as the facts were. 

Mr. Bennerr. What was your point, that it might enhance the 
value of the notes? 


Mr. Fox. That it would enhance the value, not the value of the 
notes. 


Mr. Bennerr. Were you sure that the Federal building was to 
be built there? 


Mr. Fox. No, and we didn’t represent it as true. 


Mr. Benner. How did you represent it? Do you have a copy of 
this prospectus that we are talking about ? 
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Mr. Fox. No. 

Mr. Bennerr. Can you get one so that we mmy have it? 

Mr. Fox. I don’t know whether we have one. If I have one I will 
get it. 

Mr. Bennett. All right. 

Mr. Fox. I very carefully set out the only thing that is required 
by any securities regulatory body, full disclosure, and the disclosure 
was that there might be a Federal building built there. In that event 
the notes themselves would not be enhanced in value, on the valuation 
of the assets of the Post. 

The only thing that the public was going to get out of these notes 
was their money back. 

Mr. Bennett. These units? 

Mr. Fox. All right, out of these units, was their money back ~ 
cause of the gas that was pledged and the participation and that w 
all and that is what happened. 

Mr. Bennetr. That is not true and you know it. The Boston Post 

yas issuing these securities. All of the assets of the Boston Post 
including the assets that they did not then own had to be considered 
in the finanical stability of the Boston Post in issuing and paying for 
these securities; is that not true ? 

Mr. Fox. That is true, but you are completely misapprehending the 
nature of the units that the public was to get. They were to get no 
interest whatever in the Post. They were to get interest only in gas. 
The credit of the Post was evidenced. 

Mr. Bennetr. Suppose you had issued these notes and the gas 
turned out to be worthless but the rest of the property of the Post 
was valuable. Would not the other property of the Post also be 
subject to the payment ? 

Mr. Fox. Would be an element in the eventual repayment of these 
units, but the unit holders’ primary security was gas and the — 1- 
pation feature was entirely confined to what would come from ga 

The Cuamman. It is after 12 o’clock. 

The House is in session. 

We have some sus pensions going out of our committee. It will be 
necessary to go over, so that if it is convenient to defer at this time, Mr. 
Bennett, the committee will adjourn until 2:30 this afternoon, at which 
time you will be back, Mr. Fox. 

sefore we adjourn, we have a letter addressed to me on June 27, 
1958, with reference to the hearings, from Mr. Roger Robb and Mr. 
Samuel B. Sears, attorneys for Bernard Goldfine, which will go in 
the record immediately after the statement that I made this morning, 
so that it will become a part of the record. 

On Saturday morning I received a telephone call from Mr. William 
A. Porter, associate of Mr. Roger Robb, requesting that the appear- 
ance of Mr. Bernard Goldfine be delayed until Wednesday of this 
week. 

I advised Mr. Porter that I could not at that time agree because I 
did not know what the program of the House was and furthermore 
our committee had other scheduled programs, too, and that it would 
be necessary to consider the request in the light of the committee pro- 
gram and more especially the House program because the House 
had first call on the time of this committee. 
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Last night I received a wire from Mr. Robb and Mr. Sears in which 
they again requested the postponement of 1 day. 

In view of the request and in view of the program of the House, as 
the House will meet at 11 o’clock tomorrow, and in view of the prior 
schedule of our Committee on Interstate and Foreign Commerce on 
some other matters, it occurred to the Chair that not only the reason- 
able thing would be to grant this but it would be more in keeping with 
the program which this committee must meet. 

Wiesedore, Mr. Sears, the request for delay in Mr. Goldfine’s ap- 
yearance will be granted and he will be expected Wednesday morn- 
ing at 10 o’clock. 

Mr. Sears. Thank you. 

The CHatrmMan. The committee will adjourn until 2:30 today. 

(Whereupon, at 12:15 p.m., the committee adjourned until 2:30 p.m. 
this same day.) 

AFTERNOON SESSION 


TESTIMONY OF JOHN FOX, NEWTON CENTER, MASS.—Resumed 


Mr. Witu1AMs. The committee will be in order. 

I am informed that when the committee adjourned at noon Mr. 
Bennett had been recognized and was in the course of interrogating 
the witness. Accordingly, the Chair recognizes the gentleman from 
Michigan, Mr. Bennett. 

Mr. Bennett. Mr. Fox, did you find this letter from the regional 
director of the SEC that you referred to? 

Mr. Fox. I have reviewed the entire correspondence, Mr. Bennett, 
and I shall have to answer that question by giving you a rundown 
of the whole correspondence between the SEC and me. 

Mr. Benner. Will yousay that again ? 

Mr. Fox. I will have to answer your question, Mr. Bennett, by giv- 
ing you a very brief résumé of all of the correspondence between the 
various officers and people in the Securities and Exchange Commis- 
sion, between them and me, beginning with June 6, 1956, and ending 
on August 13,1956. Yours is not a question that can be answered yes 
or no. There were a number of inquiries; there were a number of 
answers. 

Mr. Benner. Yes, Mr. Fox; but you stated this morning that you 
had a letter from Mr. Kendrick, the regional manager of the SEC 
at Boston, advising you that the Securities and Exchange laws and 
regulations did not apply to this financing. is that what you told me 
this morning ? 

Mr. Fox. No, Mr. Bennett; that is not what I told you. I told you 
that to the best of my recollection, I had such a letter and, as a matter 
of fact, I do have a number of letters from Mr, Kendrick. 

Mr. Bennerr. Do you have any letter from him indicating that the 
financing we are talking about was exempted from SEC regulation ? 
Mr. Fox. The particular financing about which we are talking? 

Mr. Benner. Yes. . 

_Mr. Fox. Under some circumstances I do have such a letter. The 
circumstances, however, did not exactly govern the situation in this 
case. So, since I assume that you would like to know what the facts 
are and not to hold some out, which is the game the SEC has played, 
I would like to give you the whole record. 
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Mr. Bennett. Would you say that again ? 

Mr. Fox. Since I assume that you would like the whole truth and 
all the facts and not to withhold some of them, which is the game that 
the SEC has played, I would like to give you all the facts. 

Mr. Bennett. You have given me the facts in your statement. If 
you have any information that will throw any light and will answer 
my question directly, then I would like to have you give it. Other- 
wise, I would prefer to ask you some questions about this interview 
and your discussion with the SEC. 

Mr. Fox. Since you put it that way, Mr. Bennett, and since your 
question is a “Have you stopped beating your wife?” kind of question, 
I will refer to you a letter written by the regional director of the Se- 
curities and Exchange Commission dated June 29, 1956, the last para- 
graph of which isas follows: 

Based upon the foregoing facts, it is my opinion that the proposed issue is 
exempt from registration under the Securities Act of 1933 by virtue of the 
second clause in section 4, subsection (1); namely, being a transaction by an 
issuer not involving any public offering. It is exempt from the requirements of 
the Trust Indenture Act of 1939 by virtue of section 304(b) which incorporates 
the private offering exemption. 

Very truly yours, 
PHILIP KENDRICK, 
Regional Administrator. 

Mr. Bennett. We are not going to quarrel with that. Of course, 
if it was not a public offering, the SEC would not have anything to 
do with it. But in the private placing that you were speaking of, the 
SEC laws do not apply. What you were doing is attempting to 
offer these securities to the public. Is that not so? 

Mr. Fox. That is entirely correct, but only to a limited section of 
the public. 

Mr. Bennett. All right; but you were offering them to the public, 
and therefore what Mr. Kendrick said in that paragraph you just 
read has no application to what we are talking about. 

Mr. Fox. I don’t know, Mr. Bennett, whether you are familiar with 
the doubletalk used by the SEC over a long period of years. If you 
were as familiar as I am with it, you wouldn’t be so quick to leap at 
conclusions. 

Mr. Bennerr. Let me ask you the question then: Is Mr. Kendrick 
talking, in the last paragraph that you referred to, about the private 
placement or a public offering ? 

Mr. Fox. He is talking about an intermediate thing which has 
never been ruled upon by the Securities and Exchange Commission. 

Mr. Bennett. He ruled on it. Could you hand that statement up 
and let me read the paragraph that you read ? 

Mr. Fox. May I say at this point nobody knows what is a public 
offering and what is a private offering, how many investors make a 
public offering. The SEC wouldn’t commit themselves although this 
act is now in its 25th years. 

The SEC is so clean cut in its thinking and so honest with the 

ublic that in 25 years nobody has ever been able to get them to say 
Mow many investors make a public offering. 

Mr. Bennett. This paragraph you read reads as follows: 


Based on the foregoing facts, it is my opinion that the proposed issue is exempt 
from registration by virtue of the second clause of section 4(1), namely, being 
a transaction by an issuer not involving any public offering. It is exempt from 
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the requirements of the Trust Indenture Act, 19389, by virtue of section 304(b) 
which incorporates, among other things, the private offering exemption. 

But you are not saying that this was a private offering that you 

were engaged in. 

Mr. Fox. That is the very question which I put to Mr. Kendrick. 
I asked him how many investors constitute a public offering, and he 
said he didn’t know and the SEC wouldn’t tell him. And it is be- 
cause I put that question to him that Mr. Kendrick went to the Secu- 
rities and Exchange Commission in Washington to ask them how 

many people m: ide it public. This is the kind of thing that drives 
everybody crazy in doing business with the SEC. 

Mr. Bennett. But you were offering these securities to every citi- 
zen and every resident of the State of Massachusetts, were you not? 

Mr. Fox. You mean at a later time? 

Mr. Bennetr. At that time we are talking about. 

Mr. Fox. Of course, but it would have made no difference from the 
case in question if 40 people had constituted a public offering. 

Mr. Bennerr. But you were offering it to all the people in the 
Commonwealth of Massachusetts; were you not ? 

Mr. Fox. That is correct. 

Mr. Bennerr. You say there is a question in your mind about 
whether that constituted an offer to the public. 

Mr. Fox. I didn’t say that at all. It was a question in my mind 
as to whether offering it to 40 people would constitute an offering to 
the public and the SE ‘C would not give me an answer. 

Mr. Bennerr. You are quibbling. 

Mr. Fox. Lamnot. The SEC quibbled. 

Mr. Bennetr. You never offered it to the 40 people? 

Mr. Fox. I didn’t offer it to anybody. 

Mr. Bennett. You offered it or suggested i in your newspaper that 
you were offering it to all the people in Massachusetts? 

Mr. Fox. Mr. Bennett, are you asking did I offer it or are you 
asking me did I tell people that I intended to offer it? Which is it? 

Mr. Bennerr. That you intended to offer it. 

Mr. Fox. I published advertisements, in specific answer to your 
question, in which I said that it was the intention of Post Publishing 
Co, to make such an offering subject to the laws of Massachusetts and 
its securities division and I further stated that in the opinion of coun- 
sel that it was not subject to the regulation and jurisdiction of the 
Securities and Exchange Commission and, in further answer to a 
question you asked of me this morning about Mr. Koppelman, Mr. 
Koppelman was for many years regional counsel to the SEC in Bos- 
ton and after having talked to Mr. Kendrick about this somewhat 
delicate question, although I didn’t think so and he did not either, as 
to whether this was subject to the Securities Act and having asked 
him who knew more about the Securities Act of 1939 than anybody 
else in Massachusetts, he told me that in his opinion, although he cer- 
tainly would not rec ommend any lawyer in his position w vhich was 
entirely proper, that nevertheless he could answer that question that 
Mr. Koppelman ‘the former and for many years regional counsel of 
the sed in Boston and I did consult Mr. ‘Koppelman, whose name 
you introduced this morning, and Mr. Koppelman’s opinion was the 
same as mine was then and is now. 

Mr. Hate. What is the man’s name ? 
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Mr. Fox. K-o-p-p-e-l-m-a-n, Frank Koppelman. 

Mr. Bennetr. Did Mr. Koppelman tell you that the broad provi- 
sions of section 17 would not apply in this case ? 

Mr. Fox. He told me that in his opinion under all of the decisions 
and regulations of the SEC as they had to that point been interpreted 
and applied and used that this was an exempt registration, and exempt 
offering. 

Mr. Bennetr. Whether it was exempt or not under section 3, the 
fraud provisions apply anyway to be using the mails to advertise. 
We went over that this morning and I do not want to belabor the 
record. 

I would like to pursue the inquiry about your conversation with the 
SEC representatives when you consider discussing what was to go 
into the prospectus and whether in their opinion it was a fair repre- 
sentation of the facts concerning your financial condition of your 
company at the time: 

4. It was stated on pages 3 and 5 of the prospectus that the Post had bought 
and paid for modern presses and press equipment, that the equipment had been 
delivered to the Post and was ready for installation in the planned new building 
and that certain new equipment would also be purchased. We advised Fox that 
he should disclose in connection with this discussion the cost of the new equip- 
ment not paid for, the cost of the installation of the equipment, the cost of the 
proposed new building and the manner in which this cost would be financed. 

Do you recall that? 

Mr. Fox. May I ask you, Mr. Bennett, to amend your question so as 
to eliminate any reference to my prospectus ? 

Mr. Bennett. For what reason ¢ 

Mr. Fox. Because there never was a prospectus and if the two 
gentlemen from the SEC had even approached honesty they would 
have so reported. 

Mr. Bennevt. Let us call it alleged prospectus. Do you want to 
call it alleged prospectus ? 

Mr. Fox. No; we are not going to call it alleged prospectus at all. 

Mr. Bennerr. What do you call it? 

Mr. Fox. Do you have a copy of that? 

Mr. Bennerr. You name it, 

Mr. Fox. Do you have any writing on the face of it, such as “Print- 
er’s proof not for distribution,” “Preliminary copy,” or anything of 
that nature? 

Mr. Bennett. Yes. 

Mr. Fox. You do? 

Mr. Bennett. Yes. 

Mr. Fox. I think that is in my handwriting. 

Mr. Bennett. So what? 

Mr. Fox. So I very specifically point out to you that as I pointed 
out to them,.1 told both of them when they arrived that I did not ex- 
pect. them to be honest because their conduct had not been honest to 
the point that they did arrive. 

I pointed out specifically to them that the document which you have 
before you and which you have been referring to as-a prospectus was 
no such thing. It was nothing more or less than a preliminary kind 
of thing which, in the course of development, might have turned into 
a prospectus, and I object very much to your calling it a prospectus or 
an alleged prospectus or anything else of the kind. That is exactly 
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the kind of thing that the corrupt Securities and Exchange Com- 
mission officials did to me. 

Mr. Bennett. Well, now, Mr. Fox, I guess you could be dealing in 
the wildest kind of statements you want to make here. 

Mr. Fox. Those statements, sir, are not wild. They are fact. 

Mr. Bennett. What is this document ? 

Counsel, will you hand this document to the witness and ask him 
to tell me what it is? 

(Document handed to witness.) 

Mr. Fox. This document constitutes nothing more or less than some 
preliminary worksheets that were in the process of preparation in my 
office and there in my own handwriting—on the face of it is written, 
“Printer’s proof, not for distribution,” and it was subject to very, very 
many more alterations, supplementations, and additions, and I told 
both of those gentlemen precisely that and I told them in plain words 
that if they used this document in the same manner which you are 
using it, it would constitute a fraud on me and if that does not appear 
in their report, it is just about what I would have expected from the 
whole SEC as represented by the two of them. 

Mr. Bennerr. The SEC went over this document which you do not 
wish to identify. 

Mr. Fox. I have identified it very carefully. Those are my own 
work papers. 

Mr. Bennett. Did you go over that with these two SEC men? 

Mr. Fox. I went over some of it with them. 

Mr. Bennett. When you went over that document, did you discuss 
the things to which I called your attention here ? 

Mr. Fox. Only to the extent that they put questions to me which 
I answered. 

Mr. Bennett. Did they ask the questions or make the suggestions 
that I just last referred to here? 

Mr. Fox. They asked some questions. They made some suggestions. 

Mr. Bennett. Did they make some suggestions about how you 
should reveal the facts as far as your new equipment purchases were 
concerned ? 

Mr. Fox. Will you please repeat that question to me? 

Mr. Bennett. It was stated in this document and I will call it a 
document rather than a prospectus—that the Post bought and paid 
for modern presses and press equipment; is that true? 

Mr. Fox. That is correct. 

Mr. Bennett. That the equipment had been delivered to the Post 
and was ready for installation in the planned new building and that 
certain new equipment would also be purchased ; is that true? 

Mr. Fox. Correct. 

Mr. Bennetr. “We advised”—that is the two SEC representatives— 
“we advised Fox that he should disclose in connection with this discus- 
sion the cost of the new equipment not paid for”; is that true? 

Mr. Fox. It might have been. 

Mr. Bennett. “And the cost of installation of the equipment.” Is 
that true? 

Mr. Fox. It might have been. 

Mr. Bennett. “And the cost of the proposed new building”? 

Mr. Fox. It could be. 
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Mr. Benner. “And the manner in which this cost would be 
financed.” 

Mr. Fox. They might have. 

Mr. Bennett. Is there anything wrong about that? 

Mr. Fox. No, I don’t think there is anything wrong about that part 
of it at all. I will tell you what was wrong about the thing, though. 
I would like to say at this point in direct answer to your question, “Ts 
there anything wrong about this,” that when Mr. Barlock—or I should 
say this: I had been in the investment business from the time I first 
went into business beginning in 1929 and I was in the investment busi- 
ness successfully through 1948 and Mr. Philip Kendrick, whom I 
understand may be called here to testify, will testify—I think will 
testify—that as far as the investigation of the Boston office of the 
Securities and Exchange Commission is concerned I may have been the 
only broker-dealer whose books and records they ever examined where 
in 20 years no client ever had a loss, which is a somewhat outstanding 
record. I have had many, many dealings with the Securities and 
Exchange Commission and I think that I am rather completely 
familiar with their modus operandi. 

When Mr. Barlock, who does most of the talking, and Mr. Levy 
came to my office, Mr. Barlock told me in plain words that he was 
not there for the purpose of helping me in the event that I should 
desire to draw a prospectus of such a nature and on such conditions 
that I would avoid making any mistakes even though it couldn’t be 
held to be subject to the Securities Act of 1933 but he told me almost 
in plain words that he was there for the purpose of trapping me and 
he would give me no information whatever concerning what I should 
put in and what I should avoid and it was only after I pointed out 
to him that this conduct was not precedented in the whole history of 
the Securities and Exchange Commission and after numerous calls 
to Washington that he came back and changed his tune. In other 
words, as I told him, they came there to bag the Boston Post and to 
bag me and there was no question about it, and I told them that in 
the presence of Mr. Philip Kendrick. There was no question about 
what they were there for right from the beginning and at that time 
this man told me that the Securities and Exchange Commission had 
in mind taking a vote and so forth on this. 

I did not realize that 3 days before they showed up the Securities 
and Exchange Commission had taken such a vote. 

I did not know that I had been sandbagged before they even showed 
up and before they had a figure in front of them. 

I learned that later. 

Mr. Bennett. Have you got anything to document what you just 
said ? 

Mr. Fox. I think so. 

Mr. Bennerr. Where is it? 

Mr. Fox. I think that there is in the possession of this committee— 
I just looked at it, I think—some minutes of a meeting held on 
August 7 of this Securities and Exchange Commission which make 
that completely clear. 

Mr. Bennerr. Which made it clear that they were sandbagging 

you? 
Mr. Fox. That is just about it. 
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This is such a radical departure from anything that the Securities 
and Exchange Commission had ever done before in its history that 
anybody who knows anything about that act and the enforcement 
and interpretation of the act “cannot help but know that there was 
something that stank in Denmark and in Boston and Washington. 

Mr. Benner. Do you blame the SEC for the financial difficulties 
the Boston Post was in at the time you were endeavoring to do this 
financing ? 

Mr. Fox. No. 

Mr. Bennetr. On whom do you blame that ? 

Mr. Fox. I blame that to a considerable extent on the Internal 
Revenue Service and on the Treasury Department in general. 

Mr. Bennerr. But you do not blame it on the SEC? 

Mr. Fox. No, I don’t blame that onthe SEC. 

Mr. Bennett. Do you blame the SEC for not permitting you to 
get this $4 million from the public to pay this ? 

Mr. Fox. No, I do not blame the SEC for anything except their 
most extraordinary and out of course and unprecedented procedure 
in my particular case. 

Mr. Bennett. Is it not a fact, Mr. Fox, that at the time you were 
trying to peddle this $4 million securities to the public that the Boston 
Post was hopelessly insolvent ? 

Mr. Fox. I think not and I point out to you that had this offering 
been made the Boston Post not only would have not been hopelessly 
insolvent but would have been beautfully solvent. 

Mr. Bennett. Certainly if you got $4 million from the public you 
could have paid off $4 million in debt. 

Mr. Fox. And the public would have had a glorious investment 
adequately secured. 

Mr. Bennett. You did not have a very good investment. It had 
not turned out to be very good for you. 

Mr. Fox. I bought it with a million dollar loss with my eyes open 
and my income was well over a million and could have afforded to 
carry and it did before I had this unwarranted and unprecedented 
interference by Government agencies. 

Mr. Bennerr. You did not expect the public to take the same 
gamble, did you? 

Mr. Fox. I certainly did. Have you taken the trouble, Mr. Ben- 
nett, to read this document which you have presented and waved 
around the room here ? 

If you would take the trouble you would find that very carefully 
and explicitly set forth. 

Mr. Bennett. The only information that I can find here is that the 
Boston Post was hopelessly in debt and you were trying to do some 
financing. You were so far in debt that you were c ompletely insolvent. 
You had $200,000 in labor claims unpaid. You had $700,000 in general 
creditor claims unpaid to say nothing of taxes for the State of “Massa- 
chusetts, the city of Boston, and the Federal Government. 

In spite of that situation, and with no interest in this so-called oil 
and gas development, you were going to put this bankrupt company in 
the hands of the people who might. purchase $4 million of securities 
guaranteed by a bankrupt firm. Is that about the sum and sub- 
stance of it? 


Mr. Fox. No. 
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Mr. Bennerr. You talked at length about the value of these natural 
gasleases. I want toask you about that. 

In June of 1956—that is a month or two before you were trying to 
put these securities on the market—in your statement you say: 

I was in default on a note of $100,000 which had caused the forfeiture of all 
the stock of a corporation which owned approximately 6,400 acres of natural gas 
leases * * *. 

That is what you are talking about, is it not ? 

Mr. Fox. Correct. 

Mr. Bennetr. If that property was so fabulously valuable why did 
you give it up for $100,000 a month before ? 

Mr. Fox. Because due to the activities, as I told you, of the Treasury 
Department and the Internal Revenue Service, it was impossible for 
me to meet the note. 

Mr. Bennett. The Internal Revenue Service did not get it. The 
man that had a mortgage on the property got it, did he not? 

Mr. Fox. I have already testified that I had to pay because of the 
activities of officials in the Treasury Department—— 

Mr. Bennett. I know what you testified about. 

Mr. Fox. That I had to pay $13 million in notes in a period of less 
than 2 years’ time. 

Mr. Bennett. Let’s talk about this oil and gas lease. 

Mr. Fox. I am answering your question. 

Mr. Bennerr. You are not answering it. 

Mr. Fox. I think I am. 

Mr. Brenner. 400 acres of natural gas leases is the thing that you 
were giving to the public to back up the $4 million in notes. That is 
what you have been talking about all morning. 

Mr. Fox. Correct. 

Mr. Bennett. If that property was worth $4 million why did you 
give it up for $100,000? Why did you not finance that $100,000 with 
a note-financing arrangement and keep it ? 

Mr. Fox. How much experience have you had in finance, Mr. Ben- 
nett ? 

Mr. Bennett. I am sure not as much as you, Mr. Fox. 

Mr. Fox. I am sure, too. 

Mr. Bennett. Is that the answer to the question ? 

Mr. Fox. I am sure, too. I assure you that when the pressure is on 
and it is maintained long enough, that the ability to raise money on 
values has no relation whatever to the value of collateral or anything 
else. When credit is killed it is utterly and completely killed, and my 
credit was killed to the extent that I was frozen out of over 100 banks 
in this country, the names of which I would be glad to supply to the 
committee, through the direct actions of people in the Treasury De- 
partment, and, once frozen, I could not borrow a nickel any place. 

Mr. Bennett. You were trying to borrow $4 million from the pub- 
lic, were you not ? 

Mr. Fox. That is correct, and that would have been a perfectly solid 
and sound loan to the public. The public would have profited enor- 
mously, as shown by the subsequent record. 

Mr. Bennerr. Whom were you in default to on this $100,000 note ? 

Mr. Fox. A man named Standish T. Bourne, B-o-u-r-n-e. 

Mr. Bennerr. And he is a friend of yours ? 

Mr. Fox. Yes. 
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Mr. Bennerr. You said that rather somewhat skeptically. Is he a 
friend of yours? 

Mr. Fox. Are you now bringing into the record your interpretation 
of my facial expressions 

Mr. Bennett. The inflection of your voice. 

Mr. Fox. All right. Then would you like to leave it that you are 
reading into the record your interpretation of what I have to say— 
and I am thinking about the inflection of my voice. 

Mr. Bennett. Let’s leave that go. 

Mr. Fox. Thank you. 

Mr. Bennetr. Did Mr.— 

What was the man’s name? 

Mr. Fox. Bourne, B-o-u-r-n-e. 

My voice is not quite normal because I am forced to hunch over be- 

cause of the position of the short stem of this microphone. I don’t 
know whether it comes up or not. I guess it doesn’t. 

Mr. Bennetr. Anyway, aman called Bourne got the $6,400. 

Mr. Fox. 6,400 acres. 

Mr. Bennett. On $100,000. Is that right? 

Mr. Fox. That is correct. 

Mr. Bennett. I think you testified that he was a friend of yours 
earlier. 

Mr. Fox. That is correct. 

Mr. Bennett. And that he told you that he would give this acreage 
back to you if you would repay him. 

Mr. Fox. At the time. 

Mr. Bennerr. Pardon? 

Mr. Fox. At that time. 

Mr. Bennerr. Well, what kind of a deal did you make with him 
that was going to per mit you to regain possession of the 6 400 acres? 

Mr. Fox. Out of the proceeds: of the sale to the public I was to pay 
him, and that would have ended his interest. 

Mr. Bennetr. How much were you going to pay him ? 

Mr. Fox. The $100,000 I owed. 

Mr. Bennetr. And he was going to give you back then 

Mr. Fox. That was simply an offer on his part. He had no legal 
obligation to do it. He was simply going to do it because he would 
have been glad to have gotten out of the hole, and that would have 
been the end of that. 

Mr. Bennetr. He was going to give you back in July for $100,000 
some property that you were going to pledge for the payment of $4 
million in notes to be sold to the public. Is that true? 

Mr. Fox. That is entirely correct, and since that time, which could 
easily bring $10 million. 

Mr. Bennetr. Right. I was just going to come to that. 

Actually, according to you, this 6,400 acres was worth $10 million. 

Mr. Fox. Mr. Bennett, I wish you would not keep asking me ques- 
tions which have no relation to fact. 

Mr. Benner. Let me read your statement: 





Subsequent events have proved that it would have been possible for the leases 
held by that corporation to have put out $500,000 a month continuously for 21 
months, 80 percent of which would have been net profit. 

Five hundred thousand dollars for 21 months. 

Mr. Fox. I have trouble with your arithmetic. 
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Mr. Brennerr. How much? 

Mr. Fox. That would come to about $8 million. 

Mr. Bennett. In profit. 

Mr. Fox. That’s correct. 

Mr. Bennett. So, in other words, an $8 million asset. 

Mr. Fox. That is correct; not $10 million. 

Mr. Bennerr. And you gave that up for $100,000, and you were 
going to get it back? 

Mr. Fox. Mr. Bennett, I didn’t give up anything. I was forced 
out of the thing, and I call to your attention that between June and 
the time that you are talking about I had $1,600,000 worth of jeopardy 
Federal income tax liens thrown at me. 

Mr. Bennerr. Were there income tax liens on this? 

Mr. Fox. There should not have been, and that brings us to another 
very interesting speculation. 

Mr. Standish Bourne applied for a certificate of nonattachment, to 
which he was thoroughly entitled, in September of 1956. Despite 
numerous recommendations by high officials in the Internal Revenue 
Department, no action has as yet been taken on that application for a 
certificate of nonattachment. I have some reason to believe—as a 
matter of fact, I have very good reason to believe that something may 
happen this week, but it has s dragged for 2 solid years. 

Mr. Bennerr. You are speaking about this acreage of natural gas 
leases ? 

Mr. Fox. I am speaking about that acreage on which there should 
have been no liens, and there were no liens. but on which, as far as 
the Rockton Drilling Corp. is concerned, they have been unable to 
realize anything. The gas company wouldn't pay them. Why, 
don’t know. They’re afr: aid that liens m: ay be attached. 

An application for such a certificate was made in Boston in Septem- 
ber of 1956. After months of having the thing kicked around it went 
to the director in Pennsylvania who sent back a favorable recom- 
mendation saying that the certificates should be issued. It was sent 
to a man in the regional counsel’s office. While he was there the 
head, I think, of the Claims Division of the Internal Revenue, and 
an assistant chief counsel of the Internal Revenue looked at it and 
told him it should issue, and it hasn’t issued yet. 

That is absolutely typical of the kind of thing that has beset me 
and anything that had anything to do with me for the last 2 years. 

Mr. Bennerr. That is the kind of thing that these noteholders 
would have bought themselves into if your issue had been sold to 
the public. 

Mr. Fox. Not at all because the amount of money which these— 
I wish you would ask these things in the form of questions rather 
than accusations because I find myself forced always to refute and 
confute your accusations. 

Mr. Bennett. I am not making any accusation. I am just asking 
questions. 

Mr. Fox. If they come in the form of questions they would be so 
much pleasanter and I wouldn’t have to answer them this way. 

The reason that that $4 million worth of notes was proposed to be 
offered was that, despite every machination of the Internal Revenue 
Service against me and anything that pertained to me, there would 
have been enough money to have taken care of ev erything. 
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Mr. Bennett. But it hasn’t worked out that way? 

Mr. Fox. Nothing could have worked out because I could not sell 
the notes, or the Post couldn’t sell the notes. 

Mr. Bennerr. It certainly intrigues me to contemplate this kind 
of a situation where you have a $100,000 asset that you lose and that 
you could regain for the same price and that would be adequate 
collateral for a $4 million obligation that you wanted to foist on the 
public. That is the very difficult thing for me to understand. 

Mr. Fox. It is difficult for me to contemplate in retrospect, too, 
Mr. Bennett, because it is no more possible to ignore the record 
of what has happened since then—and this was not wildcatting. I 
can assure you; it was proved acreage. It is just as difficult to ignore 
that as it was for the ostrich to swallow a watermelon. 

Mr. Bennert. A person would have to be very naive indeed to be- 
lieve that an $8 million asset in oil and gas reserves could be pur- 
chased for $100,000 when the reserves were proven, as you point 
out. 

Mr. Fox. Mr. Bennett, you are ignoring the $1,600,000 of Federal 
tax liens. 

Mr. Bennett. Well, there wasn’t any tax lien on this because it 
went back to your friend Mr. Bourne, did it not? 

Mr. Fox. There was a tax lien on it in July, and until that time 
Mr. Bourne was perfectly willing. 

Mr. Bennerr. Mr. Bourne took it away from you in June of 1958. 

Mr. Fox. That was pursuant to a contract. But Mr. Bourne had 
always been willing to ignore the contract and to let me have the 
stock back again. 

Mr. Bennetr. Has the Federal Government taken the property 
away from Bourne? 

Mr. Fox. They couldn’t take it away from Bourne because Bourne 
got this stock in Rockton Drilling Corp. before the liens went on. 
sut the net result has been- 

Mr. Bennetr. So the liens have nothing to do with the matter ? 

Mr. Fox. The net result has been that the public utilities company 
which buys the gas has refused to pay for the gas and has not paid one 
penny for that gas since July 1956, and Rockton has thereby been 
unable to drill. It has been unable to develop its own properties and 
it is fringed with 100 gas wells, many of them drilled within 200 or 
300 feet of Rockton’s boundaries, because of the inability to do any- 
thing because of these tax liens. And, as I say to you as you sit here 
and as I sit here today, after almost 2 years the application for certifi- 
cate of nonattachment, despite recomme dations of very high people 
in the Internal Revenue Service, has still not been acted upon although, 
as I told you, I think that there is an excellent probability that some- 
thing will be done this week. 

Mr. Bennerr. I have some other questions on this matter, Mr. 
Chairman, but I am not going to belabor this point further. I have 
another question on another matter, but I just want to make this 
observation. 

I think I perhaps have been as critical of the SEC as any other mem- 
ber of this committee for failure to take action promptly and expedi- 
tiously under certain circumstances, but I want to say that I certainly 
think they are to be commended for the action they took here, which I 
think was not only proper and within their rights but also certainly 








4180 REGULATORY COMMISSIONS AND AGENCIES 


their duty in protecting the public on the market of what would have 
turned out to be $4 million of worthless securities backed by a bankrupt 
concern. 

And I want the record to show that, as one member of the commit- 
tee, I commend them for the action they took. To have done other- 
wise would have certainly been negligent of duty on their part. 

I want to ask you one other question about your statement. 

Mr. Fox. May I say something about the subject matter which you 
were just discussing ? 

Mr. Bennett. I did not ask any questions. If the chairman wants 
you to make any statement, it is all right with me. 

There is one other point in your statement that aroused my curiosity, 
although I think it has no relevance to the matters here, and that is 
your dealings with Mr. Goldfine in connection with this big under- 
ground garage. 

According to your statement, after you had negotiations for pur- 
chase of an interest in it, in August of 1954 you discovered that Mr. 
Goldfine could not be trusted and that he had made numerous misrep- 

resentations to you. 

Mr. Fox. No, Mr. Bennett ; I didn’t say that. 

Mr. Bennetr. Did you not say that— 

In August 1954 my associate Mrs. Doten and I went to the officers of Dever & 
Proctor after having learned that there was a serious defect— 

Mr. Fox. Excuse me. I was thinking of something else. That is 
correct ; I did say that. 

I withdraw that last objection. 

Mr. Bennett. So that you, as early as August of 1954, learned 
that he had made any number of misrepresentations to you with re- 
spect to this deal. 

Mr. Fox. Not any number; just one. 

Mr. Bennett. Pardon? 

Mr. Fox. Just one. 

Mr. Bennett. What was that? 

Mr. Fox. Just one misrepresentation. 

Mr. Bennett. Just one? 

Mr. Fox. Just one. 

Mr. Bennett. That was a very material one, was it not ? 

Mr. Fox. Yes. 

Mr. Bennett. It involved the title of the property. 

Mr. Fox. That’s correct. 

Mr. Bennett. So it was quite a material thing. It caused you con- 
siderable concern, I take it, from reading your statement. 

Mr. Fox. Very much. 

Mr. Bennett. Then the thing that aroused my curiosity is that 
almost a year later, July 8, 1955, “this famous date, you said you went 
over to Mr. Dever’s office or you went somewhere to meet Mr. Goldfine 
and you had $225,000 in cash and you had marketable securities worth 
$250,000, and after having had the previous experience of Mr. Gold- 
fine misrepresenting material facts to you, you went in and handed 
him over all these things without getting in return the things that 
he had agr eed to do for you. 

Mr. Fox. And what is your question ? 
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Mr. Bennetr. My question is this: Why, under those circumstances, 
were you such a trusting soul after having for a year know that Mr. 
Goldfine had made serious misrepresentations to you ? 

Mr. Fox. I wasn’t trusting him at all. We sat around at a table in 
the office of Dever & Proctor. Mr. Dever had been a Governor of 
Massachusetts. Mr. Proctor had been slated for appointment to the 
Supreme Court of Massachussetts. Whatever may have been Mr. 
Goldfine’s and perhaps Mr. Dever’s misrepresentations and responsi- 
bility, I certainly did not expect anybody to stoop to the low standard 
of ethical conduct that was shown that day. 

We all—and by “all of us” I mean all of the prospective directors 
and all of the old directors around the table; there were some very re- 
sponsible people present. I was liable to pay my notes anyhow, so that 
in paying my notes and receiving those notes I was risking little. As 
far as Goldfine was concerned, he was giving up nothing by changing 
the officers and the directors. 

Mr. Bennett. But he did not do it, did he? 

Mr. Fox. He didn’t do it, but he was giving up nothing and I did 
not realize to that point. 

Mr. Bennett. In spite of the fact that you did not trust him and 
that he misrepresented material things to you in past hearings, you 
still say as follows: 

I gave a certified check to Mr. Laporte for $225,000. 

Mr. Laporte left the premises taking his check with him. 

I gave Mr. Dever marketable securities as agreed upon, having a value of 
$250,000 to secure the balance of $150,000 that I still owed to Mr. Goldfine. 

Mr. Dever gave the securities to Mr. Proctor to count. Mr. Proctor repaired 
to an adjacent room for the purpose. 

All the directors, both those who were to resign and those who were to be elected 
gathered around a table for the purpose of proceeding with the agenda that I 
had prepared for the purpose of changing the board, as agreed. 

Then Mr. Goldfine excused himself and never came back. 

Mr. Fox. Mr. Bennett, can you conceive of a situation so ridiculous 
that I were to hang on to one end of a stack of stock certificates while 
Mr. Proctor counted the other end, not relinquishing them until they 
had all been counted. 

Mr. Bennett. No; but I would have thought you would have done 
something like this: Since Mr. Goldfine had misrepresented material 
facts to you before and destroyed your confidence in him, I would 
have thought you would have said, “Now, Mr. Goldfine, I have these 
things with me. As soon as the directors are changed I will hand 
these checks and things to you.” 

Mr. Fox. That is precisely what did happen. 

Mr. Bennetr. I take it that it did not happen because Mr. Goldfine 
and the others left with your securities and you kept the same board of 
directors. 

Mr. Fox. But when Mr. Proctor, who was an eminent lawyer, took 
these into the other room, into the next room or certainly a very close 
room, it was only for the purpose of counting them, and he was to 
bring them back and Mr. Dever stayed there during the whole time and 
there was absolutely nothing which Mr. Goldfine was giving up by 
changing the board and adding the president. 
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Mr. Bennerr. You did not try to get yourself out of this deal and 
get your money back and forget about it, did you? You tried to get 
yourself further into the deal. 

Mr. Fox. When? 

Mr. Bennett. In this garage deal. 

Mr. Fox. At what time did I try to get myself? 

Mr. Bennerr. After you found that he misrepresented the facts to 
you, did you go to him and ask for your money back and tell him that 
you had been defrauded and wanted your money back to get out of 
the deal ? 

Mr. Fox. That would have been a waste of time. 

Mr. Bennerr. Why? 

Mr. Fox. There is nothing to be gained by going to a man who has 
defrauded you and saying, “You have defrauded me,” and “sive it 
back :”” 

Mr. Bennett. You did not ask? 

Mr. Fox. That is against everything that I know about in human 
nature. 

Mr. Brennerr. You could have required him to have done so. He 
had financed it. 

Mr. Fox. As a matter of a lawsuit. I had another alternative. 
That was, if I could, to cause the defect in the title to be cured, and 
I took that road. 

Mr. Bennerr. But you just kept getting yourself further involved 
in this deal and did not try to get out of it. 

Mr. Fex. I don’t lke your choice of words “further involved.” 
Without Goldfine and with the hole in the title cured, the defect in 
the title cured, it was a good deal. 

Mr. Bennett. A good deal for you? 

Mr. Fox. It was a good deal for anyone. 

Mr. Bennerr. Did. you make money on the deal ultimately ¢ 

Mr. Fox. Did I make money on the deal ? 

Mr. Bennett. Yes. 

Mr. Fox. Well, the answer to that, of course, is “No.” If you had 

read my open ing statement you wo uld know that at this point I do 
not as yet have the books of account of Motor Park, although Mr. 
Goldfine promised to turn them over when he got paid in full and 
he didn’t promise only me that. Mr. Proctor, who was representing 
him, promised the firm of Hale & Dorr, who were a very eminent law 
firm, that those would be delivered the next day, and they have not 
been delivered to this point. 

Mr. Bennett. So constantly and continuously you first started 
this deal with Mr. Goldfine, he misrepresented and failed to carry out 
his agreement with you according to your statement here on at least 
three occasions going over a per iod of several years and still you kept 
negotiating with him and dealing with him and trying to work out 
a deal in which you would make some money. 

Mr. Fox. I object again. I was not trying to work it out and I was 
not negotiating with him and not dealing with him. I was trying to 
get rid of him. 

Mr. Bennett. Did you ever threaten suit when he made this first 
misrepresentation ? 

Mr. Fox. I did sue but not the first one. 
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Mr. Bennett. Did you threaten to sue ? 

Mr. Fox. No. 

Mr. BENNETT. Did you endeavor to get him to give you your money 
back in the first instance ¢ 

Mr. Fox. In alternative I wanted him out or be out and I gave 
notice to that effect in writing. 

Mr. Bennett. But you left him with the choice of whether you 
would be in or out, did you ¢ 

Mr. Fox. That is right. 

Mr. Benner. Why did you do that ? 

Mr. Fox. But me to set the price and I set it low enough giving 
myself a loss in the deal of $85,000 plus interest so that I hoped he 
would buy me out. 

Mr. Bennett. But you kept getting further and further involved 
in the deal. 

Mr. Fox. I object to the form of your question, getting further 
and further involved. I considered that getting more and more 
nearly free of Mr. Goldfine was the opposite of getting further and 
further involved, and may I point out that Hale & Dorr are not naive 
and Hale & Dorr are now counsel for Mr. Goldfine. 

Mr. Bennett. My colleagues have questions and I am taking up a 
lot of time, Mr. Chairman, so that is all. 

Mr. Fox. Mr. Chairman, I would like to make about a 30-second 
addition in the form of a statement to the subject matter of what we 
have just been talking about. 

Mr. WituiaMs. Your statement is along the line of questioning that 
Mr. Bennet has been following ? 

Mr. Fox. Yes and, without saying what it is, I want to add one fact 
which is a matter of fact which will throw some light on why I was 
unable again in 1956 to do a good deal better with my own assets than 
I had in view of these F ederal tax liens and I would like to say to the 
committee and I would like to give the committee one very cogent 
reason which is a matter of fact which concerns the Internal Reve enue 
Service. 

The CHairrmMan (presiding). Does it have anything to do with 
naming individuals or any defamation ? 

Mr. Fox. No, sir, it does not. 

The CuarrMan. Is it slanderous? 

Mr. Fox. No, it is very general. 

The CHarrmMan,. Aliright. You may make your statement. 

Mr. Fox. The statement is this: that there are pending before the 
various Federal courts in this country and before the U.S. Tax Court 
suits for ere ls or suits to clarify the income status amounting to 
about $500 million, to the best of my information which I think is 
right, a to do with transactions in U.S. Treasury notes and 
Appalachian E} ectr ic bonds. 

One group of lawyers, to my knowledge, is representing all of the 
taxpayers ii ail the Kederal districts in the Nation. ‘That is a matter 
of my own knowledge. 

Of the hundreds of taxpayers who have such proceedings pending 
as petitioners, there is only one who has ever had a jeopardy Federal 
tax lien put on him and that one is John Fox, and those liens are 
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still on hand, were they not on, there would be no liens on me at this 
time. 

It is simply another indication of the very special plush treatment 
that I have received from another agency of the Government and, 
while this kind of thing was happening, it has been impossible for 
me to have survived and in fact it is a matter of record. I have dis- 
cussed it with the director in Massachusetts. It isa matter of common 
knowledge that the Revenue Service and, as I talk here and testify 
here today, I am the only taxpayer in the United States with 500 
million of these things pending before the various tax and Federal 
courts who has jeopardy liens on him on account of transactions in 
Treasury and Appalachian bonds. 

Mr. Bennerr. You were bankrupt irrespective of the Federal tax 
lien, were you not? You had $289,000 at the time you were arrang- 
ing for this financing in a Federal tax lien. You had a city of Boston 
tax lien of $275,000. 

Mr. Fox. You are not talking about me. You are talking about 
the Post. Iamtalking about me. Iam talking about meas I testified 
here today. 

Mr. Bennett. You are not speaking about the Tax Department’s 
treatment of the Post or the financial stability of the Post? 

Mr. Fox. No, I am talking about the Tax Department’s treatment 
of John Fox. 

Mr. Bennetr. That does not apply to the newspaper, the Boston 
Post, or has nothing to do with what we have been discussing. 

Mr. Fox. Only in this respect, Mr. Bennett, that I was carrying the 
Post and you can’t somewhat lose things like that. The cumulative 
weight of the evidence is overwhelming. 

Mr. Bennett. You had $700,000 in general creditor claims. 

Mr. Fox. I am still talking about myself, not the Post Publishing 
Co. which is a corporation. 

Mr. Bennett. I was speaking about the Post because it was the 
Post and not you that was going to be responsible for this financing 
about which you and I were talking. 

Mr. Fox. But there is no question in anybody’s mind who is familiar 
with the facts that I was carrying the Post. I put $1 million worth 
of income into the Post in 1951. Iam sorry: in 1954. 

The Cwatrman, Are there any further questions? Mr. Moss, do 
you have questions? 

Mr. Moss. I have no questions. 

The CHarrman. Mr. Wolverton? 

Mr. Wotverton. Mr. Fox, it would seem that you have become a 
pretty important individual in this hearing, certainly a very contro- 
versial one. I am interested in knowing how did you get into it? 
How did you get into this hearing? Who was the first one who spoke 
to you about being a witness? 

Mr. Fox. One of the investigators for the committee telephoned me 
for an appointment and came to visit me at my office and asked me 
questions. 

Mr. Wotverton. When was that? 

Mr. Fox. I should say two or three months ago. 

Mr. Wotverton. Had no one spoken to you about it previous to 
that ? 

Mr. Fox. No one. 
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Mr. Wotverton. Had you spoken to any one about it ? 

Mr. Fox. You mean in the committee or having to do with the com- 
mittee ? 

Mr. Wotverton. Yes. 

Mr. Fox. No. 

Mr. Wotverton. Had you spoken to any one after the formation 
of this committee stating that you had evidence, testimony that you 
would like to give? 

Mr. Fox. No. 

Mr. Wotverton. Did it come as a surprise to you when a member 
of the staff called upon you? 

Mr. Fox. Yes. 

Mr. Wotverton. Who was it ? 

Mr. Fox. I think it was Mr. McLaughlin. 

Mr. Wotverron. Wasanymore with him ? 

Mr. Fox. Ithink not. I think he was alone. 

Mr. Wotverton. Did he have the facts to which you have testified 
since you came as a witness or did you give him the facts? 

Mr. Fox. He had many facts and I supplemented those by answers 
to questions which he put to me. 

Mr. Wotverton. What were they ? 

Mr. Fox. In large part they were the same questions and the same 
kind of questions that have been asked me here. 

Mr. Wotverton. Did he ask you questions that brought forth an- 
swers similar to the testimony that you have given in this matter? 

Mr. Fox. Surely. 

Mr. WotvertTon. So at the time you prepared your statement, which 
was submitted to the committee, you knew that you had already given 
additional facts to the staff; is that right? 

Mr. Fox. I knew I had given many facts to the staff. 

Mr. Wotverton. Well, [ do not know what you mean by additional. 

Will you look at your statement which was submitted to this com- 
mittee on the basis of which I understand the committee in executive 
session was to decide whether there was anything defamatory or of 
that character in the statement and the conclusion was come to that 
there was no such that could be so considered in your original state- 
ment and you were permitted to give it. 

Now, subsequent to that—— 

Mr. Fox. You have lost me some place, Mr. Wolverton. 

Mr. Wotverton. Just try to follow me. You haveavery keen mind. 

Mr. Fox. I ama little slow in thinking. 

Mr. Wotverton. You are what? 

Mr. Fox. My mind is a little slow and I have been working very 
hard to follow you and in some places you have lost me. 

Mr. Wotverton. Well, you have my sympathy. 

Mr. Fox. Thank you. 

Mr. Wotverton. I would not have ever recognized you as being a 
slow individually mentally or otherwise. 

The CuarrMan. Would the gentleman yield to me for a question? 

In order that the facts may speak just as they should and as it hap- 
pened and so that Mr. Wolverton’s questions can be factually an- 
swered, is it not the fact that you made these accusations publicly 


before the U.S. district court in Boston back in the early part of 
April? 
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Mr. Fox. Only one. 


The Cuatrman. And was it not a fact that the Boston papers car- Ww 
ried the story regarding these matters that you presented at that 0" 
time? ju 

Mr. Fox. Only the one matter. 

The Cuatrman. Was it not the fact that because of that publicity b 
and that it had been called to our attention that the staff member 
came and talked to you about it ? lk 


Mr. Fox. Mr. Harris, I don’t know what Sopra in this com- | 
mittee so that I am unable to answer that question. 

The CHatrmMan. When the staff member talked to you about. it, 
though, was it at the time that you had had this in open court? 

Mr. Fox. It was subsequent to ‘that time but I call to your attention 
that I had already printed a good deal of what I said in open court 2 
years earlier. 

The Cuarrman. Mr. Wolverton. 

Mr. Wotvertor. Did you in your conversation with the staff or any 
member of the staff state that you had been tol l by Mr. Goldfine that 
a house had been bought by him for Mr. Adam 1s ? 

Mr. Fox. Not precisely for; for Mr. Adams is live in; and there is 
a difference. ! 

Mr. Wotverton. Did you state anything relating to the house, either 
as you have stated it or as I did, to the committee ? 

Mr. Fox. I will repeat what I just said that I told Mr. McLaughlin 
that Mr. Goldfine had told me that he had bought a house in Wash- 
ington for Mr. Adams to live in. 

Mr. Wotverton. Had you told 

Mr. Fox. I will correct that. Iam not sure “in Washington.” That 
is my impression. 

Mr. Wotverron. Had you told a member of the staff that before 
you made your original statement to this committee ? 

Mr. Fox. Yes; I had. 

Mr. Wotverron. So that, at the time you gave your prepared state- 
ment you knew that fact ? 

Mr. Fox. Yes, sir. 

Mr. Wotverton. Why did you not put that in your original state- 
ment ? 

Mr. Fox. Because there were many things which I did not put in 
the original statement which, as I remember it, was one of the lengthi- 
est ever given here anyhow. I couldn’t put in everything that I ever 
had known in the statement. 

Mr. Wotverton. Did you know or had you been told at that time 
the information which you subsequently testified to with reference to 
Mr. Goldfine having bought securities for Mr. Adams? 

Mr. Fox. Your question as it now comes to me is, Had I been told, 
and I think you meant, did I know. Is that correct? 

Yes; I knew at that time that Mr. Goldfine had told me that he had 
bought securities. 

Mr. Wotverton. Did you tell that to the committee’s representative 
who called upon you? 

Mr. Fox. I think that I did. 

Mr. Wotverton. Why did you not have that in your original state- 
ment ? 
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Mr. Fox. It was a matter of selection, Mr. Wolverton, concerning 
what I put in. That was entirely something that was subject to my 
own best. judgment and what went in was or did represent my best 
judgment. 

Mr. Wotverton. Did you read that statement of yours to any mem- 
ber of the staff before you delivered it here? 

Mr. Fox. [ came to Washington and came here in the morning and 
learned that there was a good deal of contemplation and conversation 
and discussion concerning whether these hearings should be public or 

rivate and, when—I forget who it was, it might have been McLaugh- 
in, it might have been Mr. Lishman. I don't know who it was. I 
talked to a number of people that morning. When I was asked, “Do 
you have a prepared statement,” I said, ‘ ‘Ye s,” and as I recollect it I 
was in the back of this room where I am now testifying and a tele- 
phone call came from the committee, from the room where the com- 
mittee was meeting, and the result was that Mr. McLaughlin came 
over and asked me for some copies of my statement. That, I think, is 
the way it happened although I was nervous and excited and I cannot 
veryify every last detail of ‘that. here are others here who can. 

Mr. Wotverron. Did you purposely leave out of the statement these 
statements that you have subsequently made in answer to questions by 
Mr. Lishman, the general counsel of this committee, because they 
would be considered defamatory and derogatory ? 

Mr. Fox. No, Mr. Wolverton, I left out of the statement nothing 
purposely. The statement was prepared before it had been brought 
to my attention that there was any discussion or any consideration of 
this. I was completely ignorant of the House rules. I was com- 
pletely ignorant of the procedure before a congressional committee, 
this being my first experience directly or indirectly, and I had pre- 

pared that statement in Pittsburgh the day before with no consulta- 
fon with anybody at all except my own secretar y, and in the statement 
were those things that I thought relative and pertinent in the circum- 
stances. 

Mr. Wotverton. But if you had so decided you could have put all 
of those statements thet you subsequently testified to into the original 
statement; could you not? 

Mr. Fox. Yes, Mr. Wolverton, and had I so decided I could have 
put in every single word that I have testified to here in 3 days of 
testimony into the same statement. 

Mr. Wotverron. And if you had put in that original statement the 
charges which you subseque tly made after you “had finished your 
original statement, then it would have contained derogatory and 
defamatory material; would it not? 

Mr. Fox. I do not know. You are asking me a conclusion and it 
is not my function to make conclusions. 

Mr. Wotverton. Well, I take no issue with that. I take it that 
you take the position that you would not know that it would be 
defamatory, at least in the charge. 

Mr. Fox. Mr. Wolverton, Mr. Bennett: has just pointed out that I 
am one of the most naive individuals on my own testimony that he 
has seen, so I must. have been there. 

Mr. Wo verton. I will leave that to the judgment of others that 
if the statements that. you have subsequently made, true or false, and 
which in each instance have been declared false, had been in your 
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original statement, it would have been considered by this committee 
as defamatory in my opinion and would, therefore, have been heard 
in private session. 

t is for that reason that I am asking you whether you were any 
party to leaving out that defamatory matter in order that you could 
proceed with your testtmony. 

Mr. Fox. I covered that completely in my answers, Mr. Wolverton. 

Mr. Wotverron. Well, you have covered it but not to my satis- 
faction, as to the reason that you did not have it in your original 
statement. 

Mr. Fox. The original statement was 11 pages long as I remember 
it. It took the whole morning for me to read it, and if I had known 
that your patience would have extended to my entering another read- 
ing session in the afternoon, I would have been delighted to have 
extended the statement. 

Mr. Wotverton. I am not going to take the time of the committee 
now in going through every one of these statements that you have 
subsequently made and concerning which such great publicity has 
been given, as to your reason for not putting them in. 

I have illustrated with two at the moment and it would seem that 
everything of a derogatory character that you have since testified to 
was left out of that statement, and I have a feeling there was some 
purpose in it. 

Mr. Fox. I am sorry you feel that way and I think that that is all I 
can say about it. 

Mr. Worverton. I remember that when my 10 minutes had expired 
the other day that I was commencing to inquire into the question 
as to how long you had known Mr. Goldfine and how long you were 
friendly and the cause of your change of attitude. 

Will you just reiterate those facts for me for a moment? When 
did you first become acquainted with Mr. Goldfine? 

Mr. Fox. I met him on October 17, 1952. 

Mr. Wotverron. And you were friendly with him up until what 
date? 

Mr. Fox. July 8, 1955. 

Mr. Wotverton. That is the incident that Mr. Bennett has al- 
ready caused you to testify to; is it not? 

Mr. Fox. That is correct. 

Mr. Wotverton. In the interim between the time you became ac- 

uainted with him and had that break in friendship, had your friend- 
ip been intimate? 

Mr. Fox. Rather. 

Mr. Wotverton. Had it been entirely friendship? 

Mr. Fox. Substantially ; yes. 

Mr. Wotvertron. Was there any break in it? 

Mr. Fox. I think not. 

Mr. Wotverton. During that time did you receive any favors from 
Mr. Goldfine? 

Mr. Fox. Only to the extent that sometimes I borrowed from him 
but always with security, and always with bank rate of interest. If 
you want to call such a commercial transaction which benefited the 
lender as well as the borrower a favor; yes. 

Mr. Wotvertron. How did you come to become acquainted with Mr. 


Goldfine ? 
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Mr. Fox. How did I become acquainted with Mr. Goldfine? 

Mr. Dever having arranged a 15-day maturity loan from me in 
October of 1952, with an unknown financier who was a client of his, 
arranged an appointment with me at the office of Meinhard Greef & 
Co., who were textile factors in New York and I went to that office to 
meet a Mr. Goldfine, whose name meant nothing either before or after 
the meeting, and I met him there simply for the purpose of posting 
collateral and getting a loan. 

Mr. Wotverton. What was the amount of that loan? 

Mr. Fox. That loan was, I think it was $150,000. 

Mr. Wotverton. Did you have any other loans from him? 

Mr. Fox. That is in my testimony. 

Mr. Wotverton. Will you repeat it for me, please? 

Mr. Fox. Yes; I got another loan. 

Mr. Wotverton. You need not give all the details. Just summarize. 

Mr. Fox. I got another loan of $100,000. 

Mr. Wotverton. How much ? 

Mr. Fox. $100,000 on October 30, 1952. 

Mr. Wotverton. Had the other first loan been paid off ? 

Mr. Fox. No; they were all paid in January and February with 
interest from the date that the loan was made to the date of payment 
included to the penny. 

Mr. Wotverron. Did you get any other loans from him ? 

Mr. Fox. Subsequently I had some transactions with him. I think 
I sold him some securities. I am not sure. I did borrow money from 
him at bank interest and with adequate security all of which will be 
paid in full. 

Mr. Wotverton. During the time that you were acquainted with 
him, what would you estimate would be the total amount of loans that 
you got from Mr. Goldfine ? 

Mr. Fox. You mean in the aggregate? 

Mr. Wotverron. In the aggregate. 

Mr. Fox. I haven’t any idea. 

Mr. Wotverton. Do you mean it is too large to count ? 

Mr. Fox. No; but sometimes they may have been too small. Some 
were extremely small one way or another. 

Mr. Wotvertron. Why was it necessary for you to get small loans? 

Mr. Fox. Only the conveniences of business transactions, only the 
ordinary exigencies of business. 

Mr. Wotverton. What would you call a small loan? 

Mr. Fox. Oh, maybe a couple of thousand dollars. 

Mr. Wotverton. So there were times when you were so pressed 
that you would find it necessary to obtain loans for $2,000? 

Mr. Fox. Not at all, and sometimes Mr. Goldfine was in to me for a 
few thousand dollars, too. 

Mr. Wotverton. How did it happen that you were in Washington 
at this hearing or conference that was held in the Sheraton-Carlton 
Hotel ? 

Mr, Fox. I had signified, I had told Mr. Goldfine that I was going 
to Washington on one of my periodic visits here on a news gathering 
basis and he himself cnenaiee that he go to Washington at the same 
time, and that was satisfactory to me. Rooms were difficult to get 
at the time, so he suggested that he could get the rooms easily enough 
and did arrange for the rooms. 
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Mr. Wotverron. And he arranged to get them on the same floor? 

Mr. Fox. They were on the same floor. We did not arrive together. 

When I arrived and intended to check in I found that I had already 
been checked in. 

Mr. Wotverron. In view of the other testimony, I suppose it would 
not be objectionable to you if I asked if the charge of your room 
was charged to Mr. Goldfine ? 

Mr. Fox. That is right. I think the bill was $10 or something of 
that nature, and it was charged to Mr. Goldfine, because the next day 
when 1 went to check out, I found that Mr. Goldfine had already 
checked out and he had paid for my room. There were no charges 
on the room to amount to anything unless there would be three or 
four local telephone calls. 

Mr. Wotverton. Did you say the charge was $10? 

Mr. Fox. I would say about $10. 

Mr. Worverton. I did not know you could get in the front door of 
that hotel for $10. 

Mr. Fox. Ithink youcan. I might be off $2. 

Mr. Wotverron. I will have to try it sometime. I would like to 
feel I could live at a hotel like that at that rate for a day. 

Did you ever pay it back to him? 

Mr. Fox. Not directly, but I have a Lockheed Lodestar which was 
a rather expensive airplane, and occasionally I would lend it with 
the pilot to Mr. Goldfine, and I think that we balanced out very 
evenly there. In the course of time Mr. Goldfine hired half of the 
airplane for his use and time from me, but before that I think that 
Mr. Goldfine got a few thousand dollars worth of service of the air- 

lane. So I wasn’t picayune. I wasn’t balancing $10 against a trip 
rom New York to Boston or from Washington to Boston. It made 
no difference to me. The plane was there and I was glad to let him 
use It. 

Mr. Wotverton. If he got all of that which you have testified he 
got for a $10 hotel bill, I would say he did pretty well. 

Mr. Fox. Perhaps I made a $2 error. 

Mr. Wotverton. Perhaps what? 

Mr. Fox. Perhaps I made a $2 error. It might have been $12. 
But I think you will admit that is pretty good. 

Mr. Wotverton. There is a lot I would like to admit; some that I 
wouldn't. 

I have in mind now the article which was read to you by Mr. 
O’Hara this morning. That seemed to me to have a terrific signif- 
icance. There was an article, as I have read it since I heard him 
read it this mornin 

Mr. Fox. An article? 

Mr. Wotverton. I beg your pardon ? 

Mr. Fox. You mean a newspaper article? 

Mr. Wotverton. The one from Fortune magazine. 

Mr. Fox. Yes. 

Mr. Worverton. It takes a pretty big man to get into that and have 
all the attention paid to him that was given to you in that article. 
Tt was very interesting for me to read, and I was particularly struck 
with that portion which Mr. O’Hara read this morning in which the 
article quoted, referring to you: 
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He also. has some cherished enemies. “You have no idea of my 

capacity for retribution.” 

As to the article that I read, which was extremely complimentary 
to you and your ability, I wondered just how that note of enemies 
and retribution got into that article. Who were the cherished ene- 
mies that you had at that time that caused you to make mention of 
it to nt author of that article, Mr. Duncan Norton Taylor? 

Mr. Fox. That was 6 years ago. I don’t remember. It was more 
than 6 years ago. 

Mr. Wotverton. I know, but you do not forget cherished enemies 
that easily, do you ? 

Mr. Fox. They change from time to time, Mr. Wolverton, and 
those are out of my mind. 

Mr. Wotverton. Then you did have cherished enemies at that time, 
did you not ? 

Mr. Fox. I think that I have always had them. There are some 
that I certainly cherish more than others. 

Mr. Wotverton. Are there any of those that you cherish now, that 
you had then ? 

Mr. Fox. I think I should put Mr. Choate on the list. 

Mr. Wotverton. Pardon ? 

Mr. Fox. I think that I should put Mr. Robert Choate high on the 
list. But your questions along those lines are net pertinent to this 
inquiry. 

Mr. Woxverton. Let’s go along for just a moment. 

Six years is a short time in which to for get cherished enemies. 

Mr. Fox. Not for me, Mr. Wolverton. 

Mr. Wotverton. I am led to realize that you have such a forgiving 
nature. 

Mr. Fox. Thank you. 

Mr. WoLveERTON. You were quoted and your exact language ap- 
peared in the article 


You have no idea of my capacity for retribution. 


That isa rather strong statement. 

Mr. Fox. Mr. Wolverton, it sounds just exactly like Mr. Dulles 
talking to the Russians. 

Mr. Wotverton. Let us not get Mr. Dulles into this. I think you 
have enough to answer without calling on him to answer anything. 
And I wish that your record of testimony would appeal to me as 
much as his has at times in his treatment of the Russians, and I do 
not detract from you. 

Mr. Fox. I share that. 

Mr. Worverton. Let’s get away from Mr. Dulles. You hold down 
to what I am asking you. 

Mr. Fox. I am answering you directly. 

Mr. Wotverton. No, you are not. 

Tell me what did you mean when you said “You have no idea of 
my capacity for retribution?” D° you mean it was limited or it 
was extended, it was beyond imagination ? Or was it so small that 
it wouldn’t be rec ognized? What did you mean when you said “You 


have no idea of my “capacity ***”? Was your capacity great? Was 
it small ? 
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Mr. Fox. It is perfectly simple, Mr. Wolverton. I will translate 
it into three words for you—to fight back. 

Mr. Wotverton. Is there a lot of that in your capacity ? 

Mr. Fox. I don’t understand your question. 

Mr. Wotverton. With respect to that fighting back business, did 
that come out—— 

Mr. Fox. Fighting back? 

Mr. Wotverton. Was that a natural trait or was it an acquired 
trait? 

Mr. Fox. I think most of it was natural, but some of it, I think, 
T have picked up over the years. 

Mr. Wotverton. Then you have had a disposition for retribution 
through life. Is that it? 

Mr. Fox. I hope so, in the sense that I use the words “fight back.” 

Mr. Wotverton. And you have all of your life shown a disposition 
of retribution toward cherished enemies ? 

Mr. Fox. Let’s put it this way : a disposition to fight back. 

Mr. Wotverton. Against cherished enemies. 

Mr. Fox. Against those who have attacked me. 

Mr. Wotverton. Why did you not state it that way to the author? 

Mr. Fox. After all, Mr. Wolverton, my choice of words is mine. 

Mr. Wotverton. That is the reason I am asking you why you did 
not use these other words. 

Mr. Fox. Because I chose to use those. 

Why? Would you like to put some words in my mouth ? 

Mr. Wotverton. Do they have any different meaning than the 
words you did use ? 

Mr. Fox. I just testified that they meant to fight back, and I just 
testified that those words sound exactly like the way Mr. Dulles talks 
with the Russians. 

Mr. Wotverron. I will read it as you have stated it then: “You have 
no idea of my capacity to fight back.” 

Mr. Fox. That is very good. 

Mr. Wotverron. And that has been your disposition all through 
life? 

Mr. Fox. To fight back? You bet it has, and it is going to continue 
to be my disposition, God willing. 

Mr. Wotverton. Who is on your list at this time to fight back at? 
Is Mr. Goldfine on your list ? 

Mr. Fox. I think that I am going to decline to answer any more 
questions of this kind. 

Mr. Wotverton. That question is very easily understood. I am 
asking you if Mr. Goldfine is on your list of those against whom you 
are to fight back. 

Mr. Fox. Definitely, since I have a number of lawsuits which are 
started or about to be started against Mr. Goldfine. So, of course, I 
am fighting back. 

Mr. Wotverton. Is Mr. Adams on your list ? 

Mr. Fox. Is Mr. Adams? 

Since at noontime I gave to counsel instructions to begin a libel suit 
against Mr. Adams, I would say yes. 

Mr. Wo tverton. Is Mr. Lodge ? 

Mr. Fox. I think Mr. Lodge will always be on my list. 

Mr. Wotverton. Is Mr. Choate? 
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Mr. Fox. Ah, yes. 

Mr. Wotverron. Is the Securities and Exchange Commission ? 

Mr. Fox. That is a soulless entity and I do not hate soulless entities, 
and I don’t fight back against anything but individuals in the Secur- 
ities and Exchange Commission. 

Mr. Wo tverron. Is there any member of the Securities and Ex- 
change Commission on your list ¢ 

Mr. Fox. I think not. 

Mr. Wotverton. Is there anyone on the State commission who is on 
your list ? 

Mr. Fox.. No. 

Mr. Wotverton. You testified pretty severely against some of them. 
I thought I had that right to ask about that. 

Mr. Fox. Against some of whom ? 

Mr. Wotverron. Securities and Exchange Commission. You said 
they had taken an action against you that had never been taken against 
anybody else. 

Mr. Fox. The personnel of the SEC has changed rather consider- 
ably. 

Mr. Wotverton. Well, do you have that feeling of resentment or 
retribution against anyone who has served on the Securities and Ex- 
change Commission ? 

Mr. Fox. Oh, surely. 

Mr. Wotverton. Do you have them all named in this testimony of 
yours? 

Mr. Fox. No. Obviously I have no affection for Mr. Barlock. 

Mr. Wotverton. Do you have any feeling against the Internal Reve- 
nue or anybody in it ? 

Mr. Fox. Yes. 

Mr. Wotverton. You have quite a list, have you not? 

Do you have anybody in the FCC? 

Mr. Fox. No. 

Mr. Wotvertron. Would you care to add any to those whom I have 
mentioned ? 

Mr. Fox. I think that the closest I can come to that is to assure you 
of my great affection for all the members of this committee. 

Mr. Wotverron. It can be very readily understood. That is even 
better than I had hoped. 

When you say no one knows your capacity for retribution does that 
mean that you would go the limit to get anyone against whom you felt 
or had any feeling of enmity ? 

Mr. Fox. No, Mr. Wolverton. And I think that I better clarify 
something. 

In my opening statement here—I think it was the last paragraph— 
I said something like this: that our system of society is worth fighting 
for, and there is no better way of fighting for that system of society 
than by fighting the attack of Government on an individual, and that 
is what I am doing to the best of my ability. 

I hope that makes everything that I have said clear. 

Mr. Wotverton. No, it does not make it clear to me. 

Mr, Fox. Well, if it doesn’t, I’m sorry. But that happens to be the 
fact. 

Mr. Worverron. I appreciate your sorrow. 
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What weapons do you use when you start to exercise retribution, 
or the fighting spirit, as we put it? 

Mr. Fox. It isa question that cannot be answered. 

Mr. Wo xverton. In other words, you adopt whatever means seem 
available at that time? 

Mr. Fox. And fair. 

Mr. Wotverron. And fair. 

Did you look into the question of whether Sherman Adams owned a 
house here in Washington before you made the statement which you 
did ? 

Mr. Fox. The question is not pertinent to anything that has taken 
place here. 

Mr. Wotyerton. It isto my mind if you want to be fair. 

Mr. Fox. I testified that Mr. Goldfine had told me something. 

Mr. Wotverron. You charge Mr. Goldfine with saying something, 
Mr. Goldfine, against whom you have admitted that you havea fighting 
spirit. Could it be that you have stretched it ? 

Mr. Fox. No. 

Mr. Worverton. As to what he told you? 

Mr. Fox. Not one single bit. 

Mr. Wotverton. Did you ask Mr. Goldfine where the house was? 
How much he paid for it or any other question relating to it? 

Mr. Fox. No. I have impressions, but I am not testifying to im- 
pressions. 

Mr. Worverron. You volunteered that statement, if I remember 
correctly. It was not asked by any person. 

Was that in an endeavor to fight back at Mr. Adams or Mr. Gold- 
fine ? 

Mr. Fox. Not a bit. I called your attention that on the previous 
day there had been a reference in his testimony to a sworn statement 
which I had been given to the FBI. And the same thing, which is 
the same matter, which is the subject of my testimony here, had been 
contained in that sworn statement, and, that being the case, when 
something in these proceedings reminded me of that, I simply said it. 

Mr. Wotverton. What was the occasion for your making any state- 
ment to the FBI? 

Mr. Fox. What was the occasion ? 

Mr. Wotverton. Yes. 

Mr. Fox. To cause the pressures which I considered to be vicious 
and illegal to terminate, and to bring to the attention of the investi- 
gative department of the Government that such things were going on, 

Mr. Wotverton. When did you do that ? 

Mr, Fox. July 1956. 

Mr. Wotverton. Did you make a statement to them in writing? 

Mr, Fox. Yes. 

Mr. Worxvrrron. Do you have a copy of it? 

Mr. Fox. It isin the hands of the committee. 

Mr. Worvertron. And you say that contained all these charges ? 

Mr. Fox. I didn’t say that. I said it contained a statement con- 
cerning the house. 

Mr. Worverron. I must say that, as a member of the committee, I 
did not know that we had any such statement from you. It would 
have had a very great bearing, in my opinion, in determining whether 
you could testify and come within the rule of the House in not making 
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any defamatory or derogatory charges, because I consider these 
charges defamatory and derogatory that you made, whether they be 
true or whether they be false. 

Mr. Fox. Mr. Wolverton, if you are addressing this to me, you are 
addressing it to the wrong person. I have no control at all over the 
workings of your committee or any part thereof. 

Mr. Woiverton. You have given me information that is surprising 
tome. Ihave no further questions. 

The Cuarrman. Mr. Fox, I did go back to you the first time I met 
you and cautioned you abo ut maki ing certain statements, did I not? 

Mr. Fox. That is correct. 

The Cuatrman. Mr. O’Hara? 

Mr. O’Hara. Just two or three questions. 

Mr. Fox, I do call your attention to what you testified to. I think 
it was in your prepared statement and it appears on page 2399 of the 
record of June 26, 1958, in which you stated as follows: 


In August 1954, my associate, Mr. Doten, and I went to the offices of Dever & 

Proctor after having learned that there was a serious defect in the legislation 
authorizing the leasing of part of the area underlying Boston Common, and I 
told both Mr. Goldfine and Mr. Dever that I had more than enough association 
with Mr. Goldfine and insisted that we terminate our common interest in Motor 
Park, Inc. 
With that in mind, and as the editor of the Boston Post, particularly 
your editorials of June 30 and July 1, which I would characterize as 
being very laudatory of Mr. Goldfine, how do you explain that feeling 
which you expressed as to Mr. Goldfine in the editorial ? 

Mr. Fox. That is perfectly and adequately explained. During the 
last 2 weeks in June and during the first week in July of that year, the 
Hearst papers in Boston had taken to vilifying Mr. Goldfine in a way 
that I have never seen an individual vilified before. When Mr. 
Goldfine was young he had lived in the suburb of Boston called Chel- 
sea. 

His father was a young man and he had been known as Barney. He 
did not like the name Barney and visibly reacted to being called Bar- 
ney. The Hearst papers, for reasons unknown to me, day after day 
for a period of weeks attacked Mr. Goldfine in a series of very vicious 
psuedofunny editorials and news stories, which would usu: ully end up 
with, “Whereas, Barney,” or “W here was Barney when the garage was 
supposed to have been built?” and so forth, and so on, and simply as 
a matter of being fair and decent, to counteract that, I did everything 
that L could to ‘help out Mr. Goldfine, who was extremely allergic 
and sensitive and tender to what they said about him in the’ press and 
day by day as he was belted by the Hearst papers, I counteracted by 
doing something in his favor. 

This, of course, was just before July 8, 1955. 

Mr. O'Hara. Just before you had what you pinpointed as the big 
blowup, or wh: iter ver you c are to call it? 

Mr. 1Ox. That is COLTeCe, and the records in the Hearst paper 
which i have recently seen have adequately showed what vicious at- 
tacks on a personal basis were made by them against Mr. Goldfine and 
simply as a friend, I helped him, using the same medium and the same 
kind of treatment. 

Mr. O'Hara. However, you testified that, after you had this very 
pinpointed blowup, the big fight or whatever you want to call it, of 
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July 8, 1955, it was after that that Mr. Goldfine told you, speaking of 
the manipulations of the East Boston Co., by Mr. Goldfine, that he 
was not worried about it, that he had Sherman Adams in his pocket. 
Why would Mr. Goldfine be making the statement like that to you 
after he had had what was apparently a very bitter occasion on July 8? 

Mr. Fox. Mr. O’Hara, that question has already been asked me 
several times in about the same way, and is the subject of a good deal 
of testimony, all of which has been to the same effect and by me. 

Mr. O’Hara. Do you mean at this hearing ? 

Mr. Fox. At this hearing. 

Mr. O’Hara. However, I still ask you to explain it. 

Mr. Fox. Would you like me to answer the question again ? 

Mr. O’Hara. If you will, briefly. 

Mr. Fox. After July 8, 1955, I did see Mr. Goldfine on a few occas- 
sions, particularly for the purpose of trying to persuade him to give 
up the books of account of Motor Park, Inc., and was completely un- 
successful. In the course of one of those sessions, when Mr. Goldfine 
had perhaps a little too much to drink and was quite angry, he told me 
that as far as any of my advice was concerned, and as far as my 
thinking was concerned, I didn’t know what I was talking about, that 
my opinion was of no value, that he would continue to do exactly as 
he had always done with the stock of East Boston Co. and, that as long 
as Sherman Adams was in the position that he was in, that nothing 
was going to happen to Mr. Goldfine and I could just remember that. 

Mr. O’Hara. That was with reference to the SEC? 

Mr. Fox. That is correct. 

Mr. O’Hara. Of course, the SEC did take action against him with 
ce eam to the East Boston Co. and he was fined in Boston, a civil 

e. 

Mr. Fox. They had already taken action but they were not doing 
anything about it except letting the criminal statute of limitations 
slide while they did not do anything about it. 

Mr. O’Hara. Wait a minute. Is it not in the record that the SEC 
might not have been responsible for that, but it was the adjournment 
from time to time by the courts there ? 

Mr. Fox. My observation there was only one effective lawyer that 
the SEC had during the whole thing. I would not blame the court at 
all. I would blame the SEC. Mr. Timbers, who was General Coun- 
sel of the SEC, himself, showed up in Boston on the way to Cape 
Wonda in the summertime and got the only action that ever was taken 
against Mr. Goldfine. The on effective action that the SEC ever 
tried to take was by Mr. Timbers and when he asked for it he got it. 
In the meantime the statutes were running and running and running. 
. = O’Hara. Were you the owner of all of the stock in the Boston 

ost ¢ 

Mr. Fox. Yes. 

Mr. O’Hara. And that Post is now in bankruptcy; is it not ? 

Mr. Fox. Yes. 

Mr. O’Hara. Do you know how much the claims of the creditors 
of the Post were? 

Mr. Fox. I donot. 
Mr. O’Hara. Approximately ? 
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Mr. Fox. I do not know, but, as I told you, a great many of those 
claims were in my own control at the time that this prospectus was 
contemplated. 

Mr. O’Hara. Was it over a million dollars? 

Mr. Fox. Oh, yes; well over a million. 

Mr. O’Hara. How much over a million ? 

Mr. Fox. It was over $6 million. 

Mr. O’Hara. It was over $6 million ? 

Mr. Fox. I should say. 

Mr. O’Hara. Have there been any dividends paid on any of those 
claims ? 

Mr. Fox. To the stockholders ? 

Mr. O’Hara. To the stockholders ? 

Mr. Fox. No. 

Mr. O’Hara. Will there be any paid ? 

Mr. Fox. Not to the stockholders, no; unless the Post should be re- 
organized and the Post can be reorganized if the Internal Revenue 
does what the Internal Revenue should do and take some action on a 
oe for nonattachment, on which they have been sitting for the 

st 3 years. 

Mr. O’Hara. That is all I have, Mr. Chairman. 

The CHarrman. Mr. Fox, you have been here for some time as a 
witness. You have given your prepared statement to this committee 
which this committee permitted and then you have answered questions 
and you have made a number of statements on your own, some of 
which, in my opinion, would have been better left unsaid. 

You have had that very right before this committee in explanation 
of the matters that you had concerning these investigatory agencies 
and the collateral matters thereto. Certainly, this committee is not 
suppressing anything. On the other hand, we do not condone and we 
certainly do not approve the making of statements that are unsub- 
stantiated and cannot be substantiated. Nev ertheless, with respect to 
those matters affecting the business which have been related with 
reference to the Securities and Exchange Commission and the matters 
which you presented with reference to Mr. Goldfine, regardless of 
what has been said, so far as Mr. Goldfine is concerned it is not hear- 
say, because it is admissible in any court, with reference to statements 
that he made directly to you affecting his own part in connection with 
this investigation. 

That is now part of the record. The committee has concluded its 
questioning of you and, therefore, with the thanks of the committee 
you are excused. 

Mr. Wiiu1am J. Dempsey (counsel, Boston Herald-Traveler Corp.). 
I think there is something in fairness to him I should say. My name 
is Dempsey, sir. I represent the Herald-Traveler and Mr. Choate, 
Mr. Fox’s cherished enemy. Mr. Choate does not cherish Mr. Fox in 
any sense ofthe word. We propose to prove 

The Cuatrman. Mr. Dempsey 

Mr. Dempsey. Mr. Chairman, we propose to prove—you said this 
morning we would have an opportunity—that Mr. Fox is a liar and we 
will 

The Carman. Just a moment 

32090—59— pt. 11-8 























4198 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Dempsey. And we will document it when you give us an oppor- 
tunity. 

The Cuatrman. I ask you to take your seat. Mr. Officer, I expect 
that that order will be carried out. 


There is a usual method of proper decorum to be carried on here 
and the Chair is not going to put up with such tactics. 

Mr. Dempsey. May I ask that you recognize me, sir? 

The Carman. No, sir. The committee cannot hear you now, Mr. 
Dempsey. 

Mr. Dempsey. I will accept your statement. 

The Cuamman. The Chair has received a message from the Tex- 
tile Workers Union of America which it has requested to be included 
in the record, which is in the nature of a petition from the employees 
of a mill in Plymouth, Mass. 


It will be received for the files. There is no need to put it in the 
record. 


I must ask the photographers to comply with the rules and I must 
ask for order. 


The stipulation regarding the income tax matter referred to in these 
hearings before the Tax Court as signed by Norman OQ. Tietjens, 
judge, will be included in the record at this point. 

(The document referred to follows :) 


Tax CourRT OF THE UNITED STATES, 
Washington, June 30, 1958. 
I have read the above portions of the official transcript filed with the Tax 
Court in the case of John Fox and Olga Fox, Docket No. 64833, December 30, 
957. and hereby certify that they are correct copies of the transcript. 
NORMAN O. TIETJENS, Judge. 


TAX COURT OF THE UNITED STATES 
Docket No. 64833 


JoHN Fox, AND OLGA Fox, PETITIONERS Vv. COMMISSIONER OF INTERNAL REVENUE, 
RESPONDENT 
Court Room No. 4, 
FEDERAL BUILDING, 
Boston, MASSACHUSETTS, 
Monday, October 28, 1957. 

Met, pursuant to notice, at 12 :30 o’clock p.m. 

Before : Hon. NorMAN O. TIETJENS, Judge. 

Appearances: 

Burton L. Williams, Esq., 85 Devonshire Street, Boston, Massachusetts, ap- 
pearing on behalf of Petitioners. 

J. Frost Walker, Esq., and Raymond T. Mahon, Esq., Office of the Regional 
Counsel, 55 Tremont Street, Boston, Massachusetts, appearing on behalf of 
Respondent. 

PROCEEDINGS 


The CLERK. Docket No. 64833, John Fox and Olga Fox. 

Your appearances, please. 

Mr. Wacker. J. Frost Walker for the respondent. 

If Your Honor please, I would like to also include the appearance of my 
associate, Raymond T. Mahon. 

Mr. Wittr1aMs. Burton L. Williams for the petitioners, 

The Court. All right. 

Mr. Williams, do you wish to make an opening statement? 

Mr. WituttAMs. Yes, I do, Your Honor. 

Prior to entering into the opening statement, both parties have reached an 
understanding as to the disposition of approximately 195 issues in the case. 

The regional commissioner has requested, in order to have a binding agree- 
ment in effect, a stipulation of the parties reflecting the settlement of these 
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issues, that we now before beginning the case stipulate for the record what the 
existing tax liability is at the present time as a result of the settlement of the 
195 issues. : aaa 

I understand Mr. Walker is prepared to read a stipulation into the record 
reflecting the settlement of these issues. ; 

Mr. WALKER. We so stipulated and at the conclusion of my opening statement, 
it is not written, I propose to dictate it to the reporter if that is agreeable. Do 
you have any objection to that? 2 ve. er 

Mr. WriurAMs. I have no objection to your reading it into the record in its 
stipulated form, but I would prefer to have it done at this time. 

The Court. Let’s do it and get that out of the way now. 

Mr. WALKER. If Your Honor please, there were approximately 175 to 185 issues 
in this case. We have settled all issues save those which I will refer to in my 
opening statement. By virtue of the settlement, which i assume petitioner 
agrees to, we now have in controversy on the 5 years in controversy not in 
excess of $312,109.01 plus interest as provided by law. In short, Your Honor, 
that is how much money the Government maintains the petitioner now owes. 
Considering the settlement of other issues, is that what you understand, Mr. 
Williams? Do you so agree? 

Mr. WILii1AMs. For the record, we will agree the taxpayer now owes a tax 
liability not in excess of $312,109.01 plus statutory interest. That that is the 
amount of tax still in dispute and is now presently before this court. 

Mr. WALKER. That is the amount of money that is now in dispute. What I 
am trying to do is to keep away from the statutory definition of a deficiency, 
the petitioner now owes the Government $312,109.01. 

Mr. WILLIAMS. We are in agreement as a result of the settlement of these 
other issues that the remaining tax, penalties, and interest is $312,109.01, and 
now both parties in their opening statements will enumerate the remaining 
issues still before the court. 

The Courr. Which involves that amount of money if determined against the 
taxpayer. 

Mr. WALKER. Not precisely, sir. Subsequently to arriving at the figure of 
$312,109.01, another issue has been settled. That is the reason we use the 
words “not in excess of $312,109.01.” 

Your Honor’s decision must in any event be entered under rule 50 by virtue of 
the settlement of such issue. The amount of money owed will be just a bit 
less than $312,109.01 because of the settlement of such issue. 

The Court. I want the record to show your agreement inasmuch as I am not 
familiar with it and can’t put into words what the agreement is, I hope you 
gentlemen can agree so we can wash that away. 


Mr. WALKER. That is precisely why I wanted to make the stipulated agree- 
ment at the end of the opening statement. 


- * * ~ 

The Court. Now you may proceed, Mr. Williams. 

Mr. WILLIAMS. May it please the court, as has just been stated, there is now 
in controversy in this law suit five issues. This has resulted from lengthy 
negotiations with the Internal Revenue Service which has reduced the case to 
what I think, and I am sure Mr. Walker will agree, manageable portions. 

I must make one remark before going into the issues and I will conclude very 
shortly on that statement. 

I know Mr. Walker will agree and join with me wholeheartedly when I urge 
this court to make a decision on these issues as rapidly as possible within the 
limits of the time imposed of this court by the burden of other cases. I say 
that because as the court knows, there have been jeopardy assessments and 
liens placed against this taxpayer in the amount of a million six hundred and 
sixty thousand dollars and, that as a result of discussions, that will be reduced 
to no more than the figure of $312,000 with the approval of the District Director. 
Nevertheless, there are still jeopardy liens against this taxpayer which this 
taxpayer has been laboring under the burden of such liens since July of 1956, 
16 months. 


Mr. WALKER. * * * If you Honor please, the amount owed by the petitioner 
is reduced to $312,109.01. The deficiencies assessed was approximately a mil- 
lion dollars and that is a matter of Mr. Fox’s own making. Had we had any 
cooperation whatsoever from Mr. Fox the deficiencies would have been assessed 
as it now stands but we received no cooperation from him, his books and his 
records were not available to us, his returns were most inadequately prepared; 
a 11-year-old schoolchild could have prepared them, I think, as he prepared them. 
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No records and no books and the Revenue Service, of course, took the position 
that it would have to issue the notice as the records then appeared. 

Subsequent to that time when my esteemed friend got into the case brought 
in the evidence why we think we have now reached the proper conclusion, which 
goes to show, of course, the wisdom of the Revenue Service in having here in 
Boston and elsewhere a splendid appellate staff and a splendid regional 
counsel 





The Cuarrman. The subcommittee will meet in executive session 
in the morning at 10 o’clock. There will be no hearing tomorrow. 

The hearing will be held on Wednesday morning at 10 o’clock in this 
room, at which time Mr. Goldfine is scheduled to appear. 

The committee will adjourn. 

(Whereupon, at 4:40 p.m., the hearing in the above-entitled matter 
was recessed, to reconvene at 10 a.m., on Wednesday, July 2, 1958.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


WEDNESDAY, JULY 2, 1958 


House or REPRESENTATIVES, 
SprecraL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
oF THE COMMITTEE ON INTERSTAE AND ForEIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m. in the 
caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee) presiding. 

Present: Representatives Harris, Mack, Moulder, Flynt, Moss, 
O’Hara, Hale, Bennett, and Wolverton. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Joseph T. Conlon, subcommittee attorney; Stuart C. Ross, committee 
consultant; Francis X. McLaughlin, subcommittee attorney ; and Her- 
man C. Beasley, subcommittee clerk. 

The Cuatrman. The committee will come to order. 

Permit the Chair to state at the outset that the rules are very clear, 
as has been interpreted by the Speaker with reference to cameras 
and pictures during a session of the committee. The Chair does appre- 
ciate the cooperation that the committee has received in the past, and 
I am sure the continued cooperation that we will receive today and in 
the future. 

The Subcommittee on Legislative Oversight of the House Commit- 
tee on Interstate and Foreign Commerce has met this morning for the 
purpose of taking testimony to aid and assist the committee in pre- 
paring and considering the legislation in connection with the Federal 
regulatory agencies of the Government under its jurisdiction, and to 
continue hearings pursuant to House Resolutions 99, 152, the 85th 
Congress, 1st session, directing the committee to conduct a general 
investigation of the administration of the laws by the Federal regula- 
tory agencies within its jurisdiction to determine whether or not such 
agencies are and have been administering the laws in accordance with 
the intent of Congress. 

The witness this morning is Mr. Bernard Goldfine. Mr. Goldfine, 
will you be sworn ? 

Do you solemnly swear the testimony you give to this committee to 
_ truth, the whole truth, and nothing but the truth, so help you 
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TESTIMONY OF BERNARD GOLDFINE; ACCOMPANIED BY MILDRED 
PAPERMAN, TREASURER, BOSTON PORT DEVELOPMENT C0., AND 
COUNSEL, SAMUEL P. SEARS, BOSTON, MASS.; ROGER ROBB AND 
WILLIAM A. PORTER, OF BINGHAM, COLLINS, PORTER & KISTLER, 
BOSTON, MASS., AND WASHINGTON, D.C. 


Mr. Gorprrne. I do. 

The CuarrMan. You may be seated, Mr. Goldfine. 

Mr. Goldfine, in accordance with the Rules of the House of Repre- 
sentatives, paragraph 25 of rule 11 of the House of Representatives 
is hereby made available to you as the witness. 

It begins on page 364 of the House Rules Manual of the 85th Con- 
gress. Furthermore, Mr. Goldfine, the rules of the House of Repre- 
sentatives provide that witnesses at investigative hearings may be 
accompanied by their own counsel for the purpose of advising them 
concerning their constitutional rights. 

You have counsel pursuant to the rule with you this morning and 
the Chair would like to make it perfectly clear from the outset, in 
that you do have your counsel with you, he or they are here under the 
rule for the purposes of advising you concerning your constitutional 
rights and not. to testify. 

The record, I think, at this time should identify your counsel. 

Mr. Ross. Mr. Chairman, my name is Roger Robb of the Washing- 
ton, District of Columbia, bar. On my left is Mr. Samuel P. Sears 
of the Boston bar. On my right is my partner, Mr. William A. 
Porter. 

The CHairman. The chairman has observed some concern and 
question as to the action of the subcommittee in hearing Mr. Fox, the 
last witness in public session. When Mr. Fox appeared on Thursday, 
June 26, as chairman I stated at the outset that the subcommitee had 
received a letter from the attorneys for Mr. Goldfine requesting that 
the testimony be taken in executive session. The letter was included 
in the record at that time. 

Furthermore, as chairman of the subcommittee, I stated for the 
record the action of the subcommittee in executive session on the re- 
quest. I stated that the subcommittee was called into executive ses- 
sion for the purpose of considering the request and that the subcom- 
mitee in executive session had before it the prepared statement pro- 
posed to be made by the then witness, Mr. Fox. 

I stated that the subcommitte had the opportunity to review the 
statement, consulted with the committee counsel and further discussed 
it with both Mr. Robb and Mr. Sears. 

Following this consideration, the subcommittee took formal action 
on the request in consideration of the facts it had before the sub- 
committee at that time. 

In that the record may be clear as to the action of the committee, I 
ack unanimous consent at this time that the minutes of the subcom- 
mittee in executive session at that point, Thursday morning, June 26, 
1958, be included in the record at this point. 

Without objection it is so ordered. 
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(The minutes referred to follow :) 


SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT OF THE 
House COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Thursday, June 26, 1958. 

The Special Subcommittee on Legislative Oversight met in executive session 
at 10 a.m. in room 1333 New House Office Building, the chairman, Mr. Harris, 
presiding, a quorum being present, to consider the request of Messrs. Roger Robb 
and Samuel Sears, attorneys for Bernard Goldfine, that the testimony of John 
Fox be taken by the subcommittee in an executive session. 

A written statement of Mr. Fox purporting to be the testimony which he pro- 
posed to give before the subcommittee was presented before the subcommittee 
for consideration, which was duly considered by the subcommittee; following 
which the chief counsel of the subcommittee was interrogated regarding Mr. 
Fox’s prepared testimony to the subcommittee. Thereafter the subcommittee 
called in Mr. Robb and Mr. Sears for further discussion of their request. 

After duly considering the matter in executive session, Mr. Moss moved that 
the subcommittee hear the testimony of Mr. Fox as has been presented to the 
subcommittee in open session and as not coming within the provision of rule 
XI(m) (1) of clause 25 of the Rules of the House of Representatives, which mo- 
tion was duly carried by voice vote. Thereafter the subcommittee adjourned 
the executive session and informed counsel of their decision upon their request. 

As directed by the Chairman: 

HERMAN CLAY BEASLEY, 
Clerk of Subcommittee. 

The CuatrmMan. Furthermore, as chairman, I referred to and quoted 
for the record the rule, clause 25, paragraph M, of the Rules of the 
House of Representatives, page 367. 

I further stated and admonished the witness, Mr. Fox, as follows: 

Mr. Fox, I made this statement not only for the record but for your benefit 
as well because, as I have just discussed with you in our brief visit on first meet- 
ing you, incidentally it is understood that should questions be asked or any 
matter come up that you yourself would recognize that your answers may very 
well come within the purview of this rule. Then you may so indicate to the 
committee and the committee then will be given an opportunity to determine 
whether or not such testimony should be taken in executive session. It believe 
you understand the matter as already explained to you, do you not? 

Mr. Fox. I do, Mr. Chairman. 


This record then speaks for itself. There should be no misunder- 
standing as to the efforts of this subcommittee carrying out the spirit 
as well as the letter of the rule referred to. 

Now, we have a rather large attendance this morning and permit 
the Chair to say that the committee would be very grateful indeed for 
your cooperation in maintaining order in order that the business of 
the committee may proceed. 

Mr. Goldfine, do you have a statment that you wish to make? 

Mr. Gotprrine. Yes. 

Mr. Mack. Mr. Chairman. 

The Cuamman. Mr. Goldfine, it has been and is the policy of the 
committee to permit a witness that comes before this committee to 

resent any statement or prepared statement that he may desire, fol- 
ewing which interrogation by the counsel and then members of the 
committee will follow and your answers be recorded. 

Mr. Mack? 

Mr. Mack. Mr. Chairman, I have a parliamentary inquiry. 

The CuarrmMan. The gentleman may state it. 








: 
4204 REGULATORY COMMISSIONS AND AGENCIES 
' ‘ ] 
Mr. Mack. I raise the question as to whether or not Mr. Goldfine a 
has not already violated the rules of this committee or at least that the 
he has failed to cooperate with the committee in supplying us with his 
statement prior to the meeting this morning. ; . i 
Under the Legislative Reorganization Act of 1946, section 133(e) 
reads as follows: tec 
Each standing committee shall, so far as practicable, require all witnesses Ac 
appearing before it to file in advance written statements of their proposed testi- of 
mony and to limit their oral presentation to brief summaries of their argu- , 
ment. ; 
The staff of each committee will prepare digests of such statements for the ca. 
use of the committee members. pr 
Under the circumstances, our staff was not able to even see the vi 
statement before the meeting this morning, much less prepare any type 
of a digest. I noticed also that when you invited Mr. Goldfine to pe 
testify before this committee you stated in your invitation: - 
It is requested that each witness file 5 days in advance with the committee ° 
clerk five written copies of his statement. 1 
I know that this has not been adhered to, but in view of the fact - 
that Mr. Goldfine has adequate assistance and has employed some of 
the outstanding lawyers in this part of the country, I thought that it 
would be only fair that we would have a copy of his testimony in th 
advance. pI 
Now, Mr. Chairman, I still would not have raised the question, but 
on a TV program this morning this statement was shown at approxi- o} 


mately 8 o’clock and we could not receive a copy of it until 10 o’clock 
this morning. Before I left my office last night I called the Legisla- w 
tive Oversight Committee at approximately 8 o’clock in the evenin 

and they said they had not received the statements at that time, a 
that earlier in the day they had called one of the attorneys for Mr. 
Goldfine and was informed that the statement was not completed, but 
would be supplied to the committee as soon as it was completed. 

Now, Mr. Chairman, I would like to ask if you have any informa- 
tion as to why this statement was not given to the committee at the 
same time that it was used on a TV program this morning. 

Mr. Ross. Mr. Chairman, I would be glad to respond to that. 

The Cuarmman. Just a minute now. The question is a parliamen- 
tary question which has been raised and it is the duty of the Chair to 
respond to it. 

In the first place, the Chair would state that he has no information 
why such statement was not presented to the committee before any 
part of it was given to the newspapers or stated before a television 
audience. 

As I understand, the gentleman raised the parliamentary question 
with reference to the rule referred to. 

Mr. Mack. Mr. Chairman, I am not going to insist on this rule 
because we have not enforced it on other occasions such as when Mr. 
Fox testified but at least Mr. Fox made his statement available to us , 
in time that we could read it over to determine whether it complied , 
with the rules of the House. 

I have not had an opportunity to do so in the case of Mr. Goldfine’s 
statement. 
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I raise the question to find out why this information or this state- 
ment was not given to us and whether or not this is intentional on 
the part of Mr. Goldfine not to cooperate with this committee. 

The CuarrMANn. The Chair does not feel that that is necessarily 
a parliamentary question. 

The Chair might state that in his long experience on this commit- 
tee, and certainly continuously since the Legislative Reorganization 
Act of 1946, the committee has been rather liberal in its requirements 
of witnesses presenting their statements prior to hearings. 

I might say to the gentleman that he has correctly read the rule but 
call his attention to the provision of the rule which says: “insofar as 
practical shall require all witnesses appearing * * *.” That pro- 
vision of the rule, of course, makes it a broad rule for construction. 

In trying to carry out the spirit of the rule, the committee has a 
policy in which on the notice it sends out it suggests to the witnesses 
that a statement be submitted for the committee at least 5 days in 
advance. 

As I say, heretofore, the committee has not required the strict com- 
pliance with the rule and therefore I do not see why it should be in- 
voked at this time. 

Mr. Mack. Thank you, Mr. Chairman. 

The CuHatrman. Mr. Goldfine, in accordance with the statement 
that was just made with reference to your presentation, you may 

roceed. 

May the Chair ask for your cooperation to use the loudspeaker in 
order that we can hear. 

I will do my best to maintain order, and, by all cooperating together, 
we might expedite the presentation of your statement. 

Mr. Gouprinr. My name is Bernard Goldfine. I live at 72 Beacon 
Street, Chestnut Hill, outside of Boston. 

The CHarmMan. Just one minute. 

I have just been advised by the engineer that the microphone 
is not working, and they are endeavoring to get it fixed. Mechanical 
failures will occur. 

With thanks to the engineers, it seems to be better now. 

Mr. Goldfine, you may proceed. 

Mr. Gouprine. Mr. Chairman and gentlemen, my name is Bernard 
Goldfine. I live at 72 Beacon Street, Chestnut Hill, Mass., outside of 
Boston. I was born 67 years ago in Avanta, Russia, and I came to 
America when I was 8 years old. 

My business today is a family business, which makes good jobs for 
1,200 people, including my two sons Soloman and Horace who are 
right here in this room. My mills are in five towns in four New 
England States—Northfield in Vermont, Warren in Maine, Lebanon 
in New Hampshire, and in Methuen and Plymouth, Mass. The for- 
mer owners of those mills, during the depression, either quit the busi- 
ness or moved South. 

Today we make fine woolen and worsted fabrics which are sold to 
manufacturers of suits and coats for men’s wear, and dresses for 
women’s wear. Dating back to World War II, our woolens went into 
uniforms for the U.S. Army and the Navy. 

Our fabrics are sold under half a dozen different trade names. 
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Then one day, all of a sudden, my own name is in the newspapers 
~? 9 © 


all over America because of gifts and hospitality to a friend of almost e 
20 years. 

Now, Mr. Chairman, I haven’t been saying anything to the news- t} 
papers about all this because I wanted to answer the questions of V 
your committee first. te 

During the last 3 weeks I have tried very hard to talk to all my 
people so I could get the information I need to answer you gentlemen. 

Now what are the things I am accused of? The Committee has b 
brought up three things: b 

1. Was I treated by the Federal Trade Commission, the FTC, any i 
different from anybody else? | 

2. Did I get any special treatment from the SEC? 3 

3. Did Gov. Sherman Adams use his influence to get me special 
benefits because I paid some hotel bills and made him some gifts? 

Now, of course, Mr. Chairman, like any businessman who is to be 
a witness, I have tried to find out what the rules are in this thing, and ' 


what kind of questions I must be prepared to answer. They tell me 
that I must answer questions about these three things I am accused 
of, and that is all right with me. 

Now back to those three accusations I am prepared to talk about. 

In two FTC cases and the one SEC matter, which stretched out 
over several years, I think the record will show they gave me just as 
hard and rough a time as they ever gave anybody else. 

And about that third charge—did Gov. Sherman Adams use his 
White House position to get me some kind of special treatment because 
I paid some hotel bills and made some gifts? 

My, Chairman, I never asked Governor Adams to do anything out 
of line, and he never did anything for me that was out of line. 

Mr, Chairman, I think you know Governor Adams is not that kind 
ofaman. And neither am I. 

Now about Mr. John Fox. 

My lawyers tell me that all his talk about garages under the Boston 
Common, State officials, Boston newspapers, et cetera have nothing to 
do with the charges the committee is investigating. 

It’s not pleasant to have to talk about Mr. Fox because he seems 
like a sick man to me. He’s classically a fox, but I don’t want to get 
even with him. I don’t want to get even with him or anybody. I 
don’t believe in an eye for a tooth. But, Mr. Chairman, I think it is 
about time all of us—your committee, the newspapers, all of us—re- 
member how this whole miserable massacre of character began and 
who started it. 

It all started on April 16, 1958, when this unhappy man, Mr. John 
Fox, in Judge Wyzanski’s courtroom in Boston, accused me of steal- 
ing out of the cash register, he said, $6,788,019-and-no-cents. 

Well, I am still looking for the money, and I can’t find it. 

He even accused me of bragging—and I quote his words—that “I 
had Sherman Adams in my pocket.” 

You all remember, 214 months ago, he promised to show the court 
documentary proof of all those charges. Judge Wyzanski gave Mr. 
Fox a chance to carry out his threat on April 29, 1958. 

But Mr. Fox produced not a single piece of paper for proof. He 
didn’t even take the witness stand to be eross-examined. Mr. Fox 
produced nothing then, and he has produced nothing this week. 
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Now isn't it too bad that a sick and bitter man like Mr, John Fox 
can defame and slander a man like Governor Adams all around the 
world ? 

About my friendship with Governor Adams, I would like to say 
this: There have been a lot of headlines about what I gave to him. 
Why doesn’t somebody write about the things Governor ‘Adams gave 
to my family over the years? 

A friendship is like a fabric—the fiber runs both ways. 

When Governor Adams would go away on a trip he would often 
bring me things like—a billfold once ; and from Europe he brought a 
beautiful Swiss music box, and came out to my son Soloman’s wed- 
ding in 1951, when he was Governor of New Hampshire, with Mrs. 
Adams, all the wev from New Hampshire to Chicago, and presented 
my son, who is right here now, a clock, at my son Soloman’s wedding; 
and a painting of Rachel’s, Mrs. Adams, that hangs in the house. 

My wife tells me—and she’s right here—if we added up everything 
we have given each other the ‘y would be ahead. ‘That means Gover- 
nor and Mrs. Adams would be ahead. 

The Cuairman. The committee will be in order. 

Mr. Goxiprine. Governor Adams gave me two watches, gold 
watches. I am wearing one of them now. And look at the date on 
this watch, Mr. Chairman. I would like to pass it over, Mr. Chair- 
man. I would appreciate it, providing I get it back. 

The Cuamman. The chair is going to have to ask again and cau- 
tion the audience that you are her eas guests of the « -ommittee, and the 
mniee is glad to have you. But this is a very serious matter and 

-are going to have to insist on maintaining order. The chair would 

appreeinte your cooperation. 

You may proceed, Mr. Goldfine. 

Mr. Gotpring. The watch which I am wearing now, on the back of 
it is written, “To B. G.” that means Bernard Goldtine, “from S. A.” 
that’s Gov. Sherman Adams, dated January 20, 1953, Mr. Chairman, 
and you know we ali know that date. That is the inauguration date 
President Eisenhower was inaugurated. 

Governor and Mrs. Adams drove his car down to the station in 
Washington to meet Mrs. Goldfine and me the day before inaugura- 
tion when we came down from Boston. A man remembers things like 
that. 

It meant a lot tome and Mrs. Goldfine. It couldn’t happen in Rus- 
sia where I came from and it doesn’t happen now. 

I don’t know how much Governor Adams paid for this watch, but 
I can tell you this, Mr. Chairman—you can’t measure in money what 
this watch means to me. 

And now, Mr. Chairman, suppose we take up those three charges 
against me in detail : 

I appreciate the chance you and your committee are giving me to 
tell the whole story, in one place, at one time. 

I want to tell you frankly right at the beginning that I did not 
write all of this statement personally. Some of it is in my own words, 
a good deal of it, but that part of it dealing with legal matters has 
been written by my attorneys. 

I have read, understand, and approve it. 

I wish I could have written all of it in my own words, but paper- 
work has been out of my line and I perhaps never fully realized until 
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now, that a man in business today must not only know how to run his 
business, but must know about all of the paperwork and regulations 
under all of the laws which were passed long after I started in busi- 
ness. ‘ 

I am here to answer the committee’s questions as best I can. I do 
not expect to be as quick and ready with a lot of words as the witness 
that the committee has just heard, because after all he is a member of 
the bar. I don’t know which one. Words have always been that man’s 
specialty. 

While I think I can manufacture fabrics as good as the next man, I 
know I cannot manufacture fables like that witness. 

Before I discuss the questions which have been raised before the 
committee, I would like to be excused if I say a little about myself 
and my business. My principal business is running mills. 

I have also always been interested in real estate, and have no real 
estate in Washington. Apart from this, I have no experience in other 
matters. 

I have never speculated in the stock market and my investments in 
securities on the market have been relatively small. I know nothing 
about the stock market and securities. Like many other people in 
America, I started from nothing and even my worst enemy will not 
deny that no one has worked harder than I to build up a business. I 
still work as hard as I ever did. 

Iam very proud of my mills. 

Everyone knows that the woolen textile business in New England 
has been on the downgrade for many years. New England has a bad 
name to many people as a place to manufacture textiles. Many old- 
time companies have either given up the business or moved away. 

Many ene ago I decided it was still possible to operate woolen mills 
in New England. I made no secret of this because I believe in New 
England. I came to New England. 

I was proud of the fact that many people in New England, includ- 
ing many public officials, became my friends and became interested in 
me as a result of my stand that woolen mills could still be operated 
profitably in New England. That is how I happened to meet Gov- 
ernor Adams. 

I did not stop with just talk. 

Every one of my mills had been shut down and closed by their 
former owners. I bought every one of my mills when they were not 
enienting and put them back into operation and reemployed people 
who had lost their jobs. 

While compared to big companies my business is a small one, I am 
proud of the fact that many people have regarded as an accomplish- 
ment that one man by himself, without partners, could show that 
New England was still a place where textiles could be manufactured 
by an operator who was willing to invest his own money and to work 
at it. 

Labor trouble, as you all know, has happened in some New England 
mills, but the Goldfine mills have never had any labor trouble because 
Goldfine never believed that mills could be run only at the expense 
of the employees. 

New Hampshire, Vermont, and Maine are small States. The fact 
that I was able to operate these mills made me well known. I was 








=~ we 


REGULATORY COMMISSIONS AND AGENCIES 4209 


proud of my mills and anxious to publicize them. I like to make 
friends and I have made many friends, many of them public officials. 

Frankly, I like to meet important people. Is that so bad? In the 
country where I was born it took two or three generations for a 

oor man” to get to know important people. I thought this was 
nabing to be “proud of, but I find now that many people think it 
was wrong for Mr. Goldfine to become a friend of someone in public 

ce. 
* am terribly sorry over this; sorry not only for myself, but for 
the fact that my friendship is being used as a weapon to attack one 
of my dearest friends. 

I am not fooling myself about Mr. Goldfine. I know the subcom- 
mittee is not really interested in Mr. Goldfine. I feel I am only a 
handy stick, and easy to use to hit someone else over the head. 

One would think from all that has been going on that I have been 
accused and my friend has been accused of committing the greatest 
crime of the century. I am now going to give you my reasons why 
I think these attacks are unfair. 

I do not claim to be perfect, and I have made many mistakes, like 
any other man, but everything is a matter of degree. You do not 
electrocute a man who is char ced only with speeding. 

I have until now been a very proud man. I would not be telling 
the truth if I did not admit that these attacks have hurt me and 
shaken me. I do not seek revenge, but I am here to fight back, to 
fight not only for myself and for the many people who depend on 
me, but for my friends. 

Now, let me say again, I never asked Governor Adams to try to 
get the Federal Trade Commission or the Securities and E xchange 
Commission to give me any special treatment or to influence them in 
any way. I would know better than to ask him any such thing even 
if I would have liked to do so. What I asked Governor Adams was 
done openly without any attempt to hide. It is nothing different 
than what is done not only hundreds but thousands of times every 
week. 

Why do big corporations keep regular lawyers and even vice presi- 
dents living in Washington? How much of the hotel business in 
Washington is run on business expense accounts? Why do so many 
big labor unions have their national headquarters in W ashington ? 

‘Do they mine any coal in Washington? Any coal in W ashington ? 
I charge that all these expressions of horror about what I asked 
Governor Adams to do and what he did are hypocrisy. 

The Commissioner and many employees of the Federal Trade Com- 
mission and the Securities and Exchange Commission testified before 
the subcommittee. The lawyer for the subcommittee tried in every 
way to twist their testimony to try to show some special treatment to 
Goldfine. And with all this squeezing of this dry orange, he never 
got a drop. 

I don’t think anybody is going to believe that all those good Govern- 
ment employees committed perjury when they said Goldfine didn’t 
get special treatment. 

[ know there must be reasons why some people are trying to make a 
mountain out of every mole hill, and I think the public can guess what 
those reasons are—politics. 
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Now, let’s talk about everything I did with these giant Federal 
agencies, where a little man gets lost without some kind of guidance 
from a friend or a lawyer or a Con ressman. 

I will first discuss the Federal Trade Commission matter, and this 
involves cloth, which is something that I understand. 

The first difficulty that any of = mills ever had with the Federal 
Trade Commission was November 1953. At that time my son Horace, 
who is sitting here and who aes the direction at Northfield Mills, 
Vt., told me that a customer who had bought some of our vicuna- 
blend cloth had been informed that it did not correspond to the de- 
scription on the label. It had been sold as 90 percent wool and 10 

ercent vicuna. We learned that a company called the Einiger Mills 
1ad made a complaint to the Federal Trade Commission that ‘the cloth 
contained up to 10 percent nylon. 

I asked my son to try to arrange a meeting with the attorney for 
Einiger Mills, and the customers and their attorney. We had such a 
meeting on November 9, 1953. The superintendent of our mill was 
also present, as was Mr. Tichell, a retired elderly lawyer who was one 
of our staff. 

I, myseif, had nothing to do with the actual manufacture of this 
cloth. It was under the direction of the superintendent and my son 
Horace, but I take full responsibility. 

The Cuatrman. Mr. Goldfine, the bells calling the Members to the 
House floor on an automatic rollcall makes it necessary for the com- 
mittee to recess in order to answer the call. 

The committee has authority to sit during the general debate in 
connection with the bill up for consideration today. 

Mr. Moss. Mr. Chairman 

The Cuatrman. Mr. Moss? 

Mr. Moss. Mr. Chairman, before the committee recesses, I want to 
deal with just a few of the statements contained in the material thus 
far read. 1 read the entire statement and it impresses me as being a 
good example of a professionally written scenario, but I want to say 
that this committee has a particularly unpleasant assignment, seeking 
to ferret out instances of the improper application of pressure or in- 
fluence in independent agencies. 

Just a few short months ago we listened to almost a complete pre- 
play of this type of testimony. Mr. Whiteside and Mr. Mack were 
blameless, old and dear friends, neither intending anything wrong, 
but this committee, nevertheless, had to pursue it. 

Now, we were not playing politics. I pursued that as vigorously 
as I will pursue this. Mr. Mack was a Democrat. Mr. Adams is a 
Republican. This committee is not practicing hyprocrisy. The 
statement contained on page 6 is in my judgment pec uliarly vicious 
and absolutely false, that the committee is not interested in Bernard 
Goldfine. 

Let me assure you, Mr. Goldfine, that we are very much interesied 
in Bernard Goldfine and his relations to the Feder ul regulatory agen- 
cies, and our expressions of concern are not the expressions of hypoc- 
risy. The very type 








Mr. Wotverton. Mr. Chairman, a point of order. 
Mr. Moss. Standards which were imposed on this sort of conduct, 
were imposed by Mr. Adams and we are applying no different stand- 
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ard in this case, and this type of attack on the committee is vicious, 
and unfair, and unjustified, and unnecessary. 

The CuarrmMan. Mr. Wolverton? 

Mr. Woxverton. My point of order, Mr. Chairman, is this: 

It is the established practice of this committee that a witness shall 

be permitted to make his statement in full before there are either ques- 
tions or comments concerning it. The statement which has just 
made by my colleague is entirely out of order. 

He should have known better. He is as well aware of the rules 
of this committee as I am. It is very evident the purpose that he had 
in mind in taking this inopportune time and improper time to make 
the statement which he did. 

I would have no objection to his making such a statement when 
this witness has finished, but when the House is under call and before 
the membership of this committee could respond to what he has said, 
he has taken the opportunity of issuing for the press, for no other 
thought in my mind than to give it publicity. I think it was unfair, 
unjust to the witness, and to the committee, and I object and ask that 
it be stricken from the record at this time. 

The Crarrman. The committee does ask the indulgence of the 
members of the committee in connection with these hearings. The 
Chair will endeavor to maintain the proper decorum and carry out 
the hearings under the established procedure of the committee. 

The committee must recess to answer this rollcall and we will recess 
for 25 minutes. 

Justa minute. Let us have order. 

I ask the attention of the photographers, please. The Chair and 
this committee wants to and it will cooperate as much as possible, 
but immediately prior to the meeting of the committee this morning 
there were so many that got around this place here that the loud- 
speaking equipment went ‘out of order. The Chair is going to ask 
the cooperation of the photographers, reporters, and all other guests, 
that they will cooperate with the committee and not get around this 
equipment, because it will do nothing but delay the consideration of 
the committee. ‘The Chair asks that consideration. 

(A short recess was taken.) 

The Cuarrman. The committee will come to order. 

Mr. Goldfine, you may proceed but the Chair wants to also advise 
that as soon as the general debate has concluded on the bill that is 
being considered in the House it will be necessary for the committee 
to recess until a later time. 

You may proceed with your statement. 

Mr. Gorprrne. I myself had nothing to do with the actual manu- 
facture of this cloth. It was under the direction of the superintend- 
ent and my son, Horace, but I take full responsibility. 

At this conference, I was told that Einiger had tested some of the 
coats made from our cloth and had found it to contain 10-percent 
nylon and had reported this to the Commission. 

I was told it had been our understanding of the Northfield man- 
agement that a textile mill under the Federal Trade Commission 
regulations had a right to include up to 5-percent nylon in a blended 
coth without labeling it as such. 

Every mill in the country had the same understanding and was in- 
cluding nylon in blended cloth without labeling it as such. 
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This was standard practice at that time. It was not something that 
only the Goldfine mill did. 

The trouble with these percentages is that weaving a piece of cloth 
is not like making machinery w here you have very “small tolerances. 
It is not possible to homogenize wool. 

Because of manufacturing problems, you can use 5 percent nylon in 
the wool blend, but when the finished product comes out you will find 
that some parts of the cloth may contain approximately 3 percent 
whereas other parts of the same piece mi Ly contain as much as 12 per- 
cent, although the overall average will be 5 percent. 

Again this is nothing peculiar to Goldfine mills. 

In the years 1953 and 1954 this was happening with almost every 
mill in the country that used nylon in its cloth. 

In any event, at the conclusion of the meeting our customer agreed 
with Einiger to send letters to all its retailers informing them of the 
matter and telling them that they could either relabel or return the 
coats which had been made from our cloth. 

The attorney for Einiger said that he was satisfied and that he 
thought this would dispose of the Federal Trade Commission matter. 

Following this conference Mr. Tichell, who was one of my staff, 
and my son Horace went to Washington to see the Federal Trade 
Commission to dispose of this problem. I was not there. 

So far as I know we arranged the meeting for ourselves. 

Upon their return I was informed that arrangements had been made 
for a voluntary settlement to dispose of the matter and that Mr. 
Tichell had written the Federal Trade Commission a letter confirming 
our understanding. 

This as far as I was concerned, closed the matter. 

Nothing had been done for our mill which had not been done on 
innumerable occasions by the Federal Trade Commission in its deal- 
ings with other mills. 

In this connection, during the year 1953 I am told that the annual 
report of the Federal Trade Commission shows that in the wool in- 
dustry there were 6,730 voluntary compliance agreements in connec- 
tion with mislabeling complaints under the Wool and Fur Products 
Labeling Acts. 

I would like to repeat that again. 

I left something out. 

In this connection, during the year 1953, I am told that the annual 
report of the Federal Trade Commission shows that in the wool 
industry there were 6,730 voluntary compliance agreements in con- 
nection with mislabeling complaints under the Wool ‘and Fur Products 
Labeling Acts. 

In December 1953, my son Horace showed me a letter from the 
Federal Trade Commission dated December 4, 1953, a copy of which 
has been introduced in evidence before the committee. This letter 
asked for the names of many of our customers and other information 
which we felt was confidential. 

We could not understand what motivated this letter, since it was 
our opinion that the matter had been closed with the correction of our 
labeling practice. 

We felt that none of the larger mills which had been found to be 
using nylon, had been required to furnish the information we were 
called upon to furnish. 
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We were concerned that the names of our customers might be dis- 
closed to Einiger Mills who, as we have said, had made a practice of 
complaining about customers of other manufacturers. 

Neither I nor anyone else in our companies had had prior experience 
with the Federal Trade Commisison in matters of this type, and I do 
not now see anything wrong in asking an elective or other official] of the 
United States to make inquiry as to the object of the Commission in 
sending such an unusual letter. 

I did not discuss the merits of this case with Governor Adams and 
I did not, and I knew better than to try to, ask Governor Adams to in- 
fluence the Commission or anyone else. 

My inquiry had nothing to do with the original complaint of Einiger 
Mills. 

The original memorandum which Governor Adams received from 
Mr. Howry of the Federal Trade Commisison, and which he furnished 
us, gave us no information that we did not already possess. 

By that time, January 1954, we knew that the complainant about 
our cloth was the Einiger Mills and we had already determined that 
the matter could be closed on a voluntary basis. 

Our customer had disposed of this matter by the simple device of 
compliance, and we knew of other mills that had done the same thing. 

We therefore corrected our label and closed the matter with the 
Federal Trade Commisison. 

That is all I know about the so-called nylon incident and about the 
memorandum which Mr. Howry gave to Governor Adams. I can as- 
sure you, Mr. Chairman, that we were not treated any better than any 
other mill in the country. 

I will call our second contact with the Federal Trade Commisison 
the “Guanaco” incident that you heard so much about. 

Here is a little booklet our mills put out about Guanaco and here is 
what it says: 

Picture the Guanaco as a small humpless South American camel, which when 
full grown is 4 feet high and 7 to 8 feet long. 


They are found in South America ranging from the Straits of Magellan and 


the Island of Tierra del Fuega and through the Pampas of Patagonia in Argen- 
tina. 

The Guanaco is a very rare animal whose fleece or fur is one of the most 
precious of all fibers. Because the amount of fine fur obtained from a single 
animal is approximately one-fourth pound, it requires not less than 32 animals 
to make sufficient fabric for one coat. 

Woven into a fabric, it makes a coat of rare beaty, superb softness, and warmth 
without weight. 


And here is a sample of our fabric with a blend of guanaco and wool. 

I would like to have Mr. Chairman feel this fabric, please. 

The Cuarrman. The Chair would like to call attention to the size 
of this piece of cloth so the record will reflect what I got. 

You may proceed, Mr. Goldfine. 

Mr. Gouprine. Here I have a booklet about other fur fibers, and 
here is what it says: 

Through the craftsmanship and artistry of master weavers, the luxury of 


precious fur fibers has now been skillfully blended with fine wools resulting in 


a new fabric with qualities not usually associated with 100 percent wool con- 
struction. 
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. The particular and outstanding characteristics of the rare fur fibers—a few 
of which are listed. below—are chosen by these expert weavers to create the 
finest woven fabrics obtainable. 

The soft, silky, long fur fibers—the hardier fibers from those animals who 
grow: especially rich pelts as protection against the icy streams and colder 
regions—contribute so much to these very beautiful cloths which are luxurious 
in appearance and have a softness and suppleness as you handle them. 

They possess a warmth without the burden of weight. There is a fineness 
and rare quality about the coat that is tailored from one of these lovely blends 
that gives the wearer a definite pride in the ownership.of such a luxury garment. 

A few of the fur-bearing animals, which I would like to read, are: 
beaver chinchilla, ermine, fisher, fox 

The CuarrMAn. The committee will be in order. 

Mr. Gotpring. Marmot, marten, mink, mole, muskrat, nutria, oppos- 
sum, otter, raccoon, seal and skunk, squirrel and weasel. 

And here are examples of our labels that show the content break- 
down of wool and fur fibers in percentages, in accordance with the 
rules of the FTC: 


Precious 60 percent fur fibers master blended with 40 percent virgin wool. 
Years of experience and cratsmanship have gone into the weaving of this luxury 
fabric. 

And here is the label right here. 

Now guanaco, Mr. Chairman: 

Sixty percent guanaco and other precious fur fibers blended with imported 40 
percent virgin wool. 

Years of experience and craftsmanship have gone into weaving of 
this luxury fabric. 

In 1954 and the spring of 1955 fabric manufacturers began using 
fur fabrics in quantity in their cloth for the first time. 

The leader in the field was a firm in New York whose name was 
Jay-Gee. Due to the success of Jay-Gee operations, Northfield, as 
well as other specialty fabric mills, began production of fur fiber 
fabrics, the most popular of which was a blend of guanaco and wool, 

Most mills followed the pattern set by Jay-Gee in representing, and 
in believing their fabric to be 70 percent guanaco and 30 percent wool. 

During this petiod of time it apparently came to the attention of 
the Feder: al Trade Commission that the fabrics being sold by all 
mills in the field of fur fiber did not contain the percentage of guanaco 
as represented. The Commission investigated the firms selling the 
guanaco fibers to fabric manufacturers. By that I mean that we as 
fabric manufacturers were buying guanaco from fiber dealers who 
were our suppliers. 

The Commission found that, although the fiber dealers—our sup- 
pliers—were representing their product to be 100 percent guanaco 
m most instances, the fiber stock contained only a small percentage of 
guanaco and as many fibers as from 15 different other fur-bearing 
animals, ‘The Commission generally informed the trade of this mat- 
ter. This caused a big turmoil in the fabric-manufactur ing industry. 
None of the mills knew how to label their fabric. 

In our attempts to comply with the Federal Trade Commission regu- 
lations, labels were being changed almost on a weekly basis. Almost 
as’ often as we received fiber content breakdown it was found to be 
incorrect. 

The fabric manufacturers were faced with two problems: they had 
already purchased a large stock of so-called guanaco fibers and had 





~—= «< © 


an Cette Le 





REGULATORY COMMISSIONS AND AGENCIES 4215 


rmitted themselves to sell substantial quantities of guanaco cloth- 
ing; and no one was able to determine with any accuracy how to label 
this fabric correctly. 

It was this situation which brought pressure on the Federal Trade 
Commission to amend its rule 8 so that all of the various fur fibers 
could be grouped together under the general title of fur fibers. 

I do not recall when the Commission first began to act, but we know 
from the testimony before this committee—page 1751, Howrey—that 
the amendment had been under consideration ie a long time. 

We also know that in March 1955 the investigation section of the 
Federal Trade Commission recommended a change in rule 8 and 
that change did not become effective until May 14, 1955. At this 
stage all the cloth manufacturers, including Einiger, were interested 
in the change in rule 8 in order to clarify a very confusing situation, 

Thus my son Horace spoke to me about this and asked me if I 
would visit the Commission with him to discuss our guanaco problem 
concerning the raw material we had on hand and urge the change 
in rule 8. 

As I remember, I was going to be in Washington on April 14, 1955, 
and I made arrangements to meet Horace there. I then got in ‘touch 
with Governor Adams and asked him if he would be kind enough to 
make an appointment for the two of us to meet with the head of the 
Commission. This he did. 

My memory is clear that I did not tell Governor Adams why we 
wanted this meeting or what our problem was. I did not ask him to 
exert any influence one way or another. The meeting was held with 
Mr. Hannah and Commissioner Howrey of the Federal Trade Com- 
mission on April 14, 1955. 

The only thing discussed at this meet ing was the problem that had 
arisen in connection of the purchase by fabric manufacturers of 
guanaco stock from the various fiber dealers. I am almost certain 
that Northfield purchased no more guanaco after April 15, 1955, 
The change in rule was ultimately adopted. 

At the time of our meeting no complaint had been issued against 
any of our mills. Our meeting with Mr. Hannah and Commissioner 
Howrey was cordial and, I think, was helpful to the Federal Trade 
Commission as well as to us. Certainly it helped to clear up a bad 
situation. 

I think it is the kind of meeting that should be conducted by repre- 
sentatives of the Government when dealing with manufacturers who 
have a real problem and are anxious to comply with the desires of a 
governmental agency. 

On the other ‘hand, I think it was the kind of meeting to which we 
were entitled. 

Certainly I was pleased at the results of the meeting and the treat- 
ment I had received. 

In my enthusiasm I called Governor Adams at the White House 
and reported this to him. 

This was not done in order to impress anybody at the meeting. 

More than a whole year later, on July 30, 1956, a formal com- 
plaint was lodged against Northfield Mills, Inc. , by the Federal Trade 
Commission concerning Northfield’s labeling of guanaco fabric. 
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The complaint ordered compliance with its rules and indicated that 
the respondent could negotiate a consent order. My memory is that 
this was disposed of on a voluntary basis in December of 1956. 

_ It is my understanding that a number of other complaints were 
issued against other mills for the same reason and at about the same 
time. and were disposed of in the same way. 

‘::With: relation to our particular complaint, I did not communicate 
with Governor Adams or ask his help in disposing of this. Yow will 
note that the complaint itself was filed more than a year after he had 
arranged our appointment with Mr. Howrey, and that our discussion 
with Mr. Howrey had no relationship to any complaint. 

I cannot see in all of this how we received better or different treat- 
ment from what was given to many other manufacturers who were con- 
cerned with the same or similar problems. 

Mr. Chairman, that is all I know of the Federal Trade Commission 
incidents and, as I have indicated, if you wish additional information 
it will have to be procured from my attorneys or employees. 

Now, Mr. Chairman, the Securities and Exchange Commission. 

For many years prior to his death, I was friendly with a Boston 
gentleman known as William J. McDonald. Mr. McDonald was a 
man of great talent and imagination, especially in real estate matters. 

I took his advice on a number of investments and most of them were 
good. 

Some time in the early 1940’s he suggested to me that I purchase 
some stock that was available in a corporation known as the East Bos- 
ton Co. with which he had been connected for a number of years. He 
told me that in his judgment a lot could be done with land owned by 
that company. 

On his advice, I think beginning in 1942, I began to acquire stock 
in the East Boston Co. and in its subsidiary, the Boston Port Develop- 
ment Co. Certainly, by November 10, 1942, Mr. McDonald and I 
owned a large majority of the stock in the East Boston Co. 

Up to the present time, I have never been an officer or director of 
either of these companies, and I paid very little attention to their 
internal affairs. 

It is true that a number of my employees served as officers and di- 
rectors of both of these companies, but I purchased the stock prin- 
cipally as an investment at the suggestion from one whose advice I 
had often taken before. 

To the best of my memory, it was not until some time in 1947 that 
I was even aware of the fact that the stock of the company was listed 
on the Boston Exchange. 

This developed at a meeting of the directors, at which I was invited 
to be present and at which someone brought up the question as to 
whether or not the stock should be delisted. I did not participate 
in this discussion because frankly, I was not aware of the significance 
of listing or delisting stock in this manner. 

I am positive that I did not even know, and that no one informed me, 
what a 10—-K report was, until the SEC instituted proceedings in the 
Federal District Court of Massachusetts. 

Some time in late May or early June 1954 I was informed that the 
Securities and Exchange Commission had begun an action in the Fed- 
eral district court to compel the filing of certain financial papers 
required by law. 
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In this situation leading attorneys were employed and we natu- 
rally from this time on relied Stinety on their advice. Also instruc- 
tions were given to the accountant for the company to prepare the 
necessary returns as soon as pene. 

At this point I should like to remind the committee that Mr. Mc- 
Donald died in August 1948. 

He had been the active managing officer of the East Boston Co. and 
its subsidiary. Many facts concerning the finances of the company 
were known only to Mr. McDonald, and unfortunately he carried many 
of them around in his head. 

I honestly believe that this is the reason why the required reports 
were not filed between 1948 and 1954. 

It should be borne in mind that few businessmen, or even lawyers 
in Boston, are familiar today (and even less so in 1947) with SEC 
requirements. East Boston Co. and Boston Port were companies with 
little business activity. After 1948, very little if any. 

According to testimony before your committee, the total amount of 
trading in shares on the exchange during the year 1949 amounted to 
$124. 

I am informed that the statutes pursuant to which the 10—-K reports 
were filed were never meant to apply to a company of this kind and 
that the proper procedure would have been to apply for a delisting of 
the company, which would have been a routine procedure and would 
have obviated any further need for 10—-K requirements. 

Experts in the field tell me that there are companies with thousands 
of stockholders and with many times the assets of East Boston Co. 
and whose shares are actively traded which are not listed on any 
exchange and are not required to file form 10-K reports. 

So far as 1 personally was concerned, I do not recall whether or not 
for a number of years the matter of the filing of the 10-K reports was 
directly taken up with me, but I am sure it was never brought to my 
attention that this was or might be considered a matter of importance. 

I am not familiar with stock market transactions. I have devoted 
my business activities to textile manufacturing and to real estate, 
but outside of this field I have no financial knowledge or experience. 

I understand that your committee has already been informed that 
there were only about 300 other stockholders in the East Boston Co. 
holding small portions of the stock of the company. I understand 
you have also been informed that between the two companies, the late 
Mr. McDonald and I owned and controlled approximately 85 percent 
of the beneficial interest in the assets of the companies. 

You may not have already been informed of the fact that in 1942, 
when I began purchasing the shares, they were selling from 10 to 50 
cents a share. This meant that the maximum value of the outstand- 
ing stock in the East Boston Co. would be no more than $20,000 in 
value. 

I do not mean to imply that a small investor is not entitled to fair 
treatment and to all the protection that the law affords, but merely to 

oint out that this is not the typical case which the Securities and 
Uxchange Commission law was inended to regulate, or should be the 
first order of business in the Commission. 

Late in 1952 a stockholder in the East Boston Co. had begun legal 
proceedings and I believe it was this action that alerted the Securities 
and Exchange Commission to the fact that the company had not filed 
its 10+K reports. 
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As I have said previously, all I know about the proceedings in 
the Federal court is that instructions were given to protect our rights, 
but to comply with the law. 

In July of 1955 I was informed by the attorneys for the company 
that the court had ordered the filing of the 10-K reports for the past 
years to be prepared and filed by a specific date. They told me that 
the accountant had said it would be impossible to comply with the 
order because he had to go through a mass of documents and that 
there was considerable information which was not available in any 
records of the company. 

In November of 1955 I was informed that the Government had 
instituted proceedings asking that I personally, together with others, 
be held in contempt of court for failing to file the reports. 

I know that on November 17, 1955, there was a hearing in court and 
I was told that the judge had found that the individuals, including 
me, were not in contempt of court, but had decided that the company 
itself was in contempt of court and ordered it to pay a provisional 
fine of $20,000. 

Now, Mr. Chairman and gentlemen, I hope that no questions will 
be asked to me about the difference between civil contempt and crimi- 
nal contempt. I understand that this is a subject on which many 
lawyers and judges are in disagreement. 

All I know is that I felt that $20,000 was a lot of money to compel 
the company to pay and that it would hurt me and the other stock- 
holders of the company. 

The attorneys informed me that it was their opinion that the judge 
had no right to impose a fine of this type and that they were con- 
sidering the possibility of an appeal. 

I was also told that if the 10-K’s were filed within 30 days, the 
company would not have to pay the fine, but that the accountant had 
said that it would be impossible to have them in proper final form in 
such a short time. 

Instructions were given to do the best that could be done and to file 
the best forms we could within the 30-day period, and on December 
15, 1955, 10—K’s were filed for the years 1948 through 1955, inclusive. 
Apparently the forms as filed did not comply strictly with the rules 
of the Securities and Exchange Commission. 

On February 6, 1956, the Government filed a motion asking that the 
company be compelled to pay the fine, and, I am informed, we re- 
ceived a copy of this motion about February 15. In the meantime, 
on Februany 6, 1956, the corrected 10-K forms for the years men- 
tioned above had been filed. 

The attorneys and I felt that the Government was being extremely 
harsh and going out of its way to harass the East Boston Co. 

I do not have a clear memory of when I mentioned to Governor 
Adams the East Boston Co. I think it was either late in 1955 or 
early in 1956. I feel certain that I was not in Washington for that 
specific purpose. 

My best memory is that I simply told Governor Adams that the 
company in which I was interested—the East Boston Co.—was being 
given very harsh treatment by the SEC and that I felt that we were 
really being picked on. I did not ask Governor Adams to intercede 
for us or do anything in this respect. 
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Until these hearings began I knew nothing about what Governor 
Adams had done with the information I had given him. | Certainly 
he never gave me any information about our troubles with the SEG, 
nor did the pressure from them let up after I talked to him. 

At some later date I believe I mentioned this matter more specifically 
to certain U.S. Senators. My complaint was to the same effect, that 
is, that the SEC was pushing us, a very small company, much harder 
than it seemed to push the giant corporations. So far as I know, these 
gentlemen made inquiries in my behalf but never brought any pressure 
tobear. Certainly I did not ask them to do so. 

On March 26, 1956, my attorneys reported that they had good news, 
that the judge on his own motion canceled the $20,000 fine because 
he had no power to impose it. He said that we had to pay the SEC 
its actual expenses in compelling us to file the 10—K reports. ‘There- 
after my attorneys negotiated with the SEC and agreed that $3,000 
was fair compensation for the actual expenses of the Government. On 
April 5, 1956, the court ordered us to pay this amount, which we did 
within a reasonable time. 

As I remember, later, in November 1956, the SEC filed another 
petition for contempt and asked for the appointment of a receiver 
because we had not filed some report that was overdue. Within a 
short time the required report was filed and that petition was with- 
drawn with the leave of the court. 

That is all I know of my own personal knowledge concerning the 
relations between the East Boston Co. and the Securities and Exchange 
Commission. If it constitutes preferred treatment, I hope I never 
get any more of the same. 

My attorneys tell me that the preamble and recitals in the Securities 
and Exchange Act of 1934 show that it was intended to apply and 
cover transactions involving large companies and with an active mar- 
ket. It was never designed or passed for companies like the East 
Boston Co. 

Frankly, it was so closely hel L that I am afraid that Mr. McDonald 
and I got to thinking of it as “our” company. 

There are a lot of reports that corporations must file, and whatever 
I know about the rest of my business, I know almost nothing about 
paperwork and Government regulations. I know that any law or 
regulation of the Government should be followed and we were cer- 
tainly in error in not filing the required reports, but I think that it is 
making a mountain out of a molehill to make a national event out of 
this failure. The records show that the company at one time con- 
sidered delisting because it simply was not the type of a company that 
should have been listed. 

If this had been done, our troubles in this respect would never have 
arisen. Certainly I had nothing to gain by keeping the company listed 
on the exchange. If we had sought delisting, the obligation to file 
10-K reports W vould have been entirely eliminated. 

The Cuarrman. Mr. Goldfine, we will have to suspend. I have just 
been advised the general debate is now concluding, and they are going 
to read the bill for final amendment, and, therefore, the authority we 
have to sit will cease when that time occurs. 
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The committee, therefore, will adjourn until 10 o’clock tomorrow 
morning, at which time you will appear and will be permitted to con- 
clude your statement. 

I regret that just a few more minutes has not been provided for so 
you could complete your reading. 

The committee will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 12:50 p.m., the committee was recessed, to be re- 
convened at 10 a.m., Thursday, July 3, 1958.) 








INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


THURSDAY, JULY 3, 1958 


Hovusrt or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
or THE COMMITTEE ON INTERSTATE AND ForeEIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m. in the 
caucus room, Old House Office Building, Hon. Oren Harris (chairman 
of the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack, Moulder, Flynt, 
Moss, O’Hara, Hale, Bennett, and Wolverton. 

Also present: Robert W. Lishman, counsel to the subcommittee ; 
Stuart C. Ross, committee consultant; Francis X. McLaughlin, sub- 
committee attorney; and Herman C. Beasley, subcommittee clerk. 

The CuarrmMan. The committee will come to order. 

The business of the committee is being held up. That means all 
photographers. 

On yesterday when the committee adjourned to answer the business 
of the House, the witness Mr. Goldfine had reached page 23, I believe, 
of his prepared statement. It was understood that the committee 
would meet this morning and Mr. Goldfine would be given the privilege 
of continuing with his statement until he has concluded. 

Mr. Goldfine, you may resume. 


TESTIMONY OF BERNARD GOLDFINE; ACCOMPANIED BY MILDRED 
PAPERMAN, TREASURER, BOSTON PORT DEVELOPMENT CO., BOS- 
TON, MASS.; SAMUEL P. SEARS, ATTORNEY AT LAW, BOSTON, 
MASS,; ROGER ROBB AND WILLIAM A. PORTER, ATTORNEYS AT 
LAW, WASHINGTON, D.C. 


Mr. Gouprine. Mr. Chairman, there is one thing that I would like 
to straighten out, which is a technical point in something I said yester- 
day about the labels on our fabrics. I would like to make it clear that 
one of the labels showing the contents was wrong, and it was straight- 
ened out on the next label after consultation with the FTC. 

Now, Mr. Chairman, I have now said what I know and what I 
believe to be true about the matters you gentlemen are investigating. 
I am a busy man with many affairs to attend to, but I have put them 
all aside to procure the information necessary to answer this com- 
mittee. I was also told some time ago by my counsel that the committee 
would ask me questions about these matters. 

4221 
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I said to them, “What questions must I be prepared to answer? 
Everything about my life, all my private affairs, my business affairs?” 

You see, I wanted to be prepared with respect to the questions that 
were to be asked. 

As a busy man like other busy men, I have been in lawsuits from 
time to time. I have had to be a witness. Before I have gone on 
the stand I have always talked with my lawyers what the case was 
about and what kind of things I would be asked about. I said to 
them a short time ago that I thought we should do the same thing 
about this hearing, and I asked them, “What is this case about? What 
are the questions going to be about?” 

I am not a lawyer, but I think I understand what my lawyers tell 
me about this. They have told me that the committee is not interested 
in my private or personal business affairs, and that the committee has 
no desire to go back over all my past life. 

They tell me that the committee is concerned here with the laws 

assed by Congress which set up agencies like the Federal Trade 
otihaitahs ori and the Securities and Exchange Commission, and that 
the committee is authorized to investigate those laws and how they 
operate and how they are enforced by the people who work for those 
Commissions. 

I have had dealings with those Commissions, and my lawyers tell 
me that I must be prepared to answer questions about those dealings, 
and I am here to do so. 

Mr. Fox has told many lies about Bernard Goldfine and will tell 
many more, I am sure. Mr. Fox is an unlucky businessman. He has 
lost a newspaper and is in many troubles. 

I have some troubles myself. I sympathize with Mr. Fox. In some 
ways he is a sick man. He became angry with me in 1955 because I 
wanted him to pay some money he owed me. 

He has come to blame all his troubles—losing the newspaper, tax 
troubles, lawsuits for not paying his employees—all on Goldfine. I 
think the man is sick and that he has made up these stories because 
he is sick. He has told lies about statements he said I have made 
about Governor Adams. I never made such statements. 

I wish to say now to the committee that I will follow my lawyers’ 
advise about the questions I shall answer. I shall answer questions 
about my dealings, or those of my companies or employees, with the 
Federal Trade Commission or the Securities and Exchange 
Commission. 

So far as Governor Adams is concerned, he has testified about cer- 
tain hotel bills and a coat, and a rug which I lent to him as a result 
of a friendship of long standing. have read his testimony as to 
these things and it is correct. 

Now, Mr. Chairman, I would like to have the privilege of this 
forum to say one last word. This investigation has put me to tremen- 
dous trouble and expense. It has also been cee wearing on me 
physically, has affected my health, my mentality, and my business. I 
thank the Lord that so far I have been able to stand up under these 

ressures and that I am physically strong enough and financially able, 
or the moment at least, to retain competent help. 

I dread to think of what happens to the smaller man who has to 
face such investigations—no, inquisitions. Pardon me. 
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I am not complaining. My deepest regret in this entire affair is 
that I have unwittingly caused trouble and embarrassment to many 
of my close friends. I have never felt that it was a shameful thing 
to know eminent men in public life, nor did I ever realize that it 
was evil to be generous. 

Perhaps I do give gifts to too many people, but if I do it is only an 
expression of my nature. 

If you will inquire in Boston and in the towns where I have mills, 
I feel sure you will learn that Bernard Goldfine gives gifts to small 

ople, to unknown people, and to poor people as well as to politicians. 
Sater my mistake has been that I did not discriminate against 
people who are in public life. 

But when one has known someone for many years and they are in the 
habit of exchanging tokens of their friendship, it seems to me onl 
natural that these expressions should not suddenly be turned o 
because one of them advances in public life. 

I am really dumfounded that this habit of mine has hurt other 
people in high places, and I am deeply sorry that this habit—which is 
my way of expressing feelings of friendship for others and which is 
part and parcel of me—caused injury or embarrassment to anyone. 

The CuarrMan. Does that conclude your statement, Mr. Goldfine? 

Mr. Gotprine. It does at this moment. 

The Cuatrman. You have just finished presenting a very interest- 
ing and well-prepared statement to this committee. You have pre- 
sented it very well, I must say, too, Mr. Goldfine. 

Mr. Govprine. Thank you, Mr. Chairman. 

The Cuarrman. It has, I am sure, raised many questions in the 
minds of members of the committee, and, of course, there are many 
questions that must be asked in order to complete the story that you 
have given. 

The way I see it, you have left a good many questions unanswered. 

Before any questions are asked of you, Mr. Goldfine, I have observed 
through public announcement this morning that, through your public 
relations officer, Mr. Tex McCrary, that you gave a statement to the 
press last night through him with reference to the application of your 
tax to the gifts referred to. 

In order to complete this record, would you want to give the com- 
mittee, for the record, the information at this time? 

Mr. Goupringe. Yes, Mr. Chairman. 

The Cuatrman. You did issue such a statement publicly through 
your public relations officer, Mr. Tex McCrary, did you not? 

Mr. Gouprine. Yes, Mr. Chairman. 

The Cuarrman. Mr. McCrary is an employee of yours? 

Mr. Gouprine. He is not an employee of mine. 

The Cuarrman. But is he assisting you in the public relations 
department here ? 

{r. Gotpring, I don’t know. I met him only this week personally, 
and I met one of the vice presidents last week, of the company. 

The Cuatrrman. One of the vice presidents ? 

Mr. Gotprine. Of his company, Mr. Sapphire, last week. But Mr. 
McCrary I met Monday. 

The Cuarrman. You met Mr. McCrary on Monday ? 

Mr. Gotprine. Monday for the first time. 
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The Cuatrman. And you met the vice president ? 

Mr. Gouprine. At the end of last week I met him for the first time; 
one of his staff. 

The Cuarrman. What is the vice president’s name? 

Mr. Gouprine. I think it is Sapphire. 

Mr. Ross. Sapphire. 

The Cuarrman. Mr. Sapphire? 

Mr. Gortprtne. I think so. I only met him once. 

The Cuarrman. Mr. Sapphire is vice president of what company ? 

Mr. Goutprine. Of McCrary’s company. 

The Cuarrman. Of Mr. McCrary’s public relations office? 

Mr. Gotprine. Pardon me? 

The Cuarrman. Of Mr. McCrary’s company ? 

Mr. Gotprine. Yes, Mr. Chairman. 

The Cuarrman. All right. You may present that information to 
the committee, if you like. 

Mr. Gouprine. Mr. Chairman, as I have said, I am not very good at 
paperwork, but I think all businessmen turn over the paperwork or 
accounting and the income tax returns to qualified accountants. That 
is what I do. 

Just the way some big companies deduct airplanes and automobiles 
and conventions, and some even deduct yachts, we deduct hotel bills 
in our business. This is because our people do a lot of traveling and 
it is almost always on business. When hotel bills come in to the office, 
they are paid as a matter of routine. 

I do not have anything to do with handling them and I didn’t have 
anything to do with handling the bills of Governor and Mrs. Adams. 
There was no secret about it. Governor Adams’ name was right on 
the bills which are still in our files. 

The Bureau of Internal Revenue men could see them when they 
audit our income tax returns. If the Bureau feels we made a mis- 
take, then they will disallow those bills and we will adjust our returns. 

So far as the rug is concerned, we needed a rug in our showroom 
in Boston, where T had fine oriental rugs in my own office. In fact, 
we don’t have any rug on our showroom 1 floor yet. I persuaded Gov- 
ernor Adams to let me buy a rug for the showroom, and lent it to him. 
The rug belongs to my company, and when he is through with it in 
Washington it will go on the floor of our showroom, and I will ‘sypt 
ably point to it to our customers and say, “This rug used to be in 
Governor Adams’ house.” 

And why did I buy this oriental rug at Macy’s? Two reasons: 
First, Macy’s right across the street from our New York office; and 
second, at Macy’s you get a good buy. 

The Cuarmman. I imagine you will get a letter of thanks from 
Macy’s. 

Mr. Gorprine. I should. 

The Cuarrman. Now, does that complete the statement that you 
wish to make? 

Mr. Gotprine. At this moment, Mr. Chairman. 

The Crarmman. Mr. Lishman? 

Mr. Lisuman. Yes, sir. 








1e5 


ry ? 


to 

at 
Lat 
les 
ils 
nd 
ce, 
ve 
ns. 
on 
ey 


ns. 


ct, 


nd 


m 


ou 


REGULATORY COMMISSIONS AND AGENCIES 4225 


Mr. Goldtine, did you receive a telegram from the chairman of this 
subcommittee dated June 19, 1958, which reads as follows: 

I observe from statements in the press that you desire to testify before 
the Tlouse Subcommittee on Legislative Oversight. The subcommittee would 
welcome your appearance before it on June 27, 1958, at 10 a.m., caucus room, 
Old House Office Building, Washington, D.C. Please bring with you records 
pertaining to outstanding treasurer’s and certified checks purchased by com- 
panies controlled by you and records of your stock ownership, legal or bene- 
ficial, in companies registered with the Securities and Exchange Commission. 

Please confirm that you will appear to testify at the above time and place. 


Now, did you receive this telegram ? 

Mr. Gotprine. I did, Mr. Lishman. 

Mr. Lisuman. Have you brought with you the records pertaining 
to oustanding treasurer’s and certified checks purchased by companies 
controlled by you and records of your stock ownership as requested 
in this telegram ? 

Mr. Sears. Would you break that down in one-half? 

Mr. LisomMan. First, we will go to the outstanding treasurer’s and 
certified checks. 

Have you brought the records pertaining to them ? 

Mr. Gotprinr. Would you please ask me that again, please, Mr. 
Lishman ? 

Mr. Lisnman. Have you brought with you the records pertaining 
to outstanding treasurer’s and certified checks purchased by com- 
panies controlled by you ¢ 

Mr. Gotprine. Mr. Chairman, I will tell you under oath that none 
of those checks were drawn by or for the account of East Boston 
Co., or the Boston Port Development Co. None of those checks were 
used for the entertainment or travel or hotel bills of any Govern- 
ment official or employee or for gifts or contributions to any Gov- 
ernment official or employee. 

In view of these facts, I respectfully submit, Mr. Chairman, that 
the matter of these checks is not relevant to this inquiry. 

Mr. Lisnman. Mr. Chairman, the answer is not responsive. 

First of all, I want to know whether he did or did not bring these 
records. Then we will inquire into the question of relevancy. 

Mr. Gotprine. No, I did not bring those checks. 

Mr. Lisuman.’ Now, Mr. Chairman, I would like to point out, on 
the question of relevancy, that we have some records subpenaed from 
the Pilgrim Trust Co., in Boston, incontrovertible proof that Mr. 
Goldfine made it apparently a practice to have treasurer’s checks pur- 
chased which he used for payment to various employees, past and 
present, in the White House and on the Hill. 

Now I submit—just a minute, please—I submit that where we have 
more than $770,000 of uncashed treasurer’s checks and certified checks 
combined, some of them outstanding since 1941, uncashed, it is rele- 
vant to have the records to see if, by some chance, any of them have 
been used for the purpose of payments to any public officials who 
may have possibly been too bashful to come forward and get them 
cashed, but who may have used them for his own purposes as col- 
lateral in financial transactions for his benefit. 
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Now, before I conclude I would like, in deference to rule 11 of the 
House, to hand Mr. Goldfine a list of names of certain persons em- 
ployed at the White House, both in this and the previous administra- 
tion, as well as persons employed on the Hill over the years to whom 
Mr. Goldfine or certain of his compaines, subject to the FTC and the 
SEC regulations, made payments by means of treasurer’s checks pur- 
chased at the Pilgrim Trust Co. of Boston. 

I am going to hand this list containing 37 names, and ask him if he 
can identify certain of the names on there as being persons on the 
public payroll of the Federal Government. 

I do not wish to disclose these names, as I said before, in deference 
to rule 11, but I would like to have this witness admit that on this list 
there are the names of these persons on the Federal, public payroll. 

(Document handed to witness.) 

The Cuamman. The committee will be in order. 

Mr. Ross. What was the question, Mr. Lishman ? 

The Cuarrman. The committee will be in order now. 

Mr. Lisuman. I will ask the stenographer to repeat the question. 

Mr. Ross. I would like to have Mr. Lishman’s statement or his 
testimony. 

The CHatrman. Mr. Lishman does not testify, Mr. Robb. 

Mr. Lisuman, I was justifying the relevancy of the request for 
production of documents as any lawyer has a right to do. 

Mr. Ross. Trying to justify it. 

The Cuarrman. Will you repeat the question, please ? 

(The question was read by the reporter.) 

The Cuarrman. Can you so identify the names, Mr. Goldfine? 

Mr. Gotprtne. I can identify some of the names and the rest I 
would ask my secretary, Miss Paperman, who is right here, that 
knows more about those than I do, and between Miss Paperman and 
myself I think we can explain it to you, Mr. Chairman, in detail, 
what. those checks are and to whom and when they were given. 

At Christmas time these are all checks that we have sent at different 
times to some of the poor workers who work in different offices at 
Christmas time. Some checks are $25; some are $50; and I think 
the largest one, if I am right, is to Congressman McCormack’s secre- 
tary, Mr. Kinnaly, Eugene Kinnaly—and that was also Christmas— 
whom I have known for a good many years, and I don’t believe that 
of the $700,000 that Mr. Lishman is talking so much about, that any 
of those outside of one or two are part of that $700,000. 

All those checks have been cashed by the people that got it, and 
the records speak for themselves. There isn’t one check there that 


was given for any —— but only a present as far as Christmas is 
concerned and if t 


told about it. 
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(The list referred to below follows :) 
JuLyY 3, 1958 
Mr. Harris, Member of Congress, states that the following listed names are 
spelled as they appear on the bank records: ; 


Bugene Kenneally June Doherty Edith Paragament 
Helen Colle Elvira C. O’Neil Laura Grillemette 
Frances Donohue Michael M. Seigel Mary Ryan 

Louise Malegnano Helen Brennan Dolores Droyer 

Mary Magandda Wesley Powell John Hartley 

Joseph Feeney Kd King Chester Williams (Wiggins) 
Hileen Griffin Gus Tilman Benjamin Arons 
Edith Arbor Marion Auerbach Helen Healey 

Ralph Horton Iiva Glaser (Claser) Mrs. William J. Kelley 
Bert Tegue (Teague) Helen O’Brien Maire Myles 

Stanley Wollaston Victoria Debroska Laura C. Sherman 


Mr. Lisuman. Well, Mr. Goldfine, it is a fact that on that list of 
names there are certain names who received treasurer’s checks from 
you or your companies, who were on the Federal, public payroll at 
the time they received these checks ? 

Mr. Goutprine: Mr. Lishman, will you tell me the difference be- 
tween a treasurer’s check and a plain check? I want to learn some- 
thing today. 

Mr. Lisuman. A treasurer’s check 

Mr. Gotprine. What is a treasurer’s check and what is an ordinary 
cheek ? 

Mr. Lisuman. Mr. Goldfine, you have dealt so extensively in trea- 
surer’s checks, I think you should know about them. 

Mr. Gotprine. No; but you have more experience. You seem to be 
talking so much about treasurer check and you give the wrong im- 
pression to the committee here. 

The CHarrMan. Just aminute. We are going to maintain decorum 
at these hearings. 

Mr. Lishman, you ask questions, and, Mr. Goldfine, we will expect 
you to respond to questions. 

Mr. Gotprine. All right, Mr. Chairman. 

Mr. Lisuman. Is it not a fact, Mr. Goldfine, that a treasurer’s 
check is purchased at the bank to the order of the person designated 
by the purchaser of the check ? 

Mr. Gouprine. I think it is. 

Mr. Lisuman. And is it not a fact that the treasurer’s check is .a 
check running directly from the bank to the payee? 

Mr. Gorprine. Yes, Mr. Lishman. 

Mr. Lisuman. Is it not also a fact that such a check masks: the 
person who gave the check? 

Mr. Gotprine. Would you please ask the question again, please? 

Mr. Lisuman. Is it not a fact that a treasurer’s check masks: the 
identity of the person who purchased the check or gave the check? 
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Mr. Ross. Conceals. 

Mr. Lasoman. Yes; conceals. 

Mr. Gorprtne. I don’t understand you, and you will have to be 
more explicit, Mr. Lishman. 

Mr. Lisuman. I will hand you photostatic copies of some of your 
treasurer’s checks 

The CHarrman. The question is, Mr. Goldfine: Is it not a fact 
that such a check does not contain the name of the individual who 
purchased it. 

Mr. Gouprrne. With this check that is sent to an individual at 
Christmas, as far as I know a letter goes along with it, and it ex- 
plains who the check is from. 

Mr. Lisuman. Just a moment, Mr. Goldfine. 

I am going to hand you one of these checks, which is a sample, and 
ask you if it isn’t a fact that on this treasurer’s check the signature 
of the payor, of the person who is going to pay, is that of an employee 
or an official of the bank authorized to sign checks on behalf of the 
bank so that your name would never appear on a treasurer’s check ? 
Is that correct. 

Mr. Gotprine. That’s incorrect because a letter goes along with it. 
I told you that. 

Mr. Lisuman. I am not asking about the letter. I am asking about 
the check, and I am going to hand you one and ask you to look at it. 

(Document handed to witness. ) 

The CuHarrman. The committee will be in order now. 

Mr. Gouprine. Mr. Lishman, my signature does not appear on 
this check. 

Mr. Lisoman. Would your signature ever appear on a bank treas- 
urer’s check ¢ 

Mr. Govprine. I don’t think it would. 

Mr. Lisuman. Correct. All right; that is all I am trying to find 
out. 

Mr. Gouprine. All right. Just be a little more explicit so that I 
can answer more intelligently. 

Mr. Lisuman. I will do my best, Mr. Goldfine. May we ‘have that 
check back, please ? 

Now, Mr. Goldfine, is it not a fact that a treasurer’s check, unlike 
an ordinary commercial check which you would draw and sign your 
own name to, is good indefinitely? In other words, is it not a fact 
that a treasurer’s check issued by the bank continues in force and 
effect and is valid for collection unless and until the bank itself goes 
under in bankruptcy? Is that correct ¢ 

Mr. Gotprine. Well, you omitted one thing, that in addition to a 
treasurer’s check, you could add a certified check as well. Then you 
will be correct. 

Mr. Lisuman. That is true as to both those types of checks. 

Mr. Govprine. That is correct. 

Mr. Lisoman. Whereas in an ordinary type of commercial check 
drawn by a person on his checking account in a bank, that check, 
under banking practices, is nonpayable 1 year after its date. Isn’t 
that the usual rule with banks? 

Mr. Gouprinr. Would you please ask me the question again, Mr. 
Lishman ? 








sor 
mo 
tic 


=e 


Mm) 


nH. re 


-_ ia wa oe 





d 


°~— Oo OO ® 


REGULATORY COMMISSIONS AND AGENCIES 4229 


Mr. Lisuman. Is it not a fact that an ordinary check that a per- 
son draws on his own account which is not presented for payment for 
more than a year, at the end of a year, under ordinary banking prac- 
tice, becomes nonpayable ¢ 

Mr. Gouprine. I have only learned that for the first time today, Mr. 
Lishman. 

Mr. Lisuman. I don’t know what you have learned, Mr. Goldfine. 

Mr. Gouprine. I have learned what you just told me. 

Mr. Lisuman. What is that? 

Mr. Gouprine. I have just learned what you have told me that a 
check 

Mr. Lisuman. I am not telling you. [If it is not correct, I don’t 
want you to say it. 

Mr. GotpFing. Pardon? What did yousay ? 

Mr. Lisuman. I don’t want you to accept what I am saying. I 
am asking you, Is it not a fact that an ordinary commercial check 
which is not cashed within 1 year from the date it is drawn is nor- 
mally considered by a bank as nonpayable after that date? 

Mr. Gouprine. I never knew that until today, that an ordinary 
check held not being certified or with treasurer’s check is not good 
after l year. That is something I didn’t know until today, 

Mr. Lisoman. Now, 1 am coming 

Mr. Wouverron. Mr. Chairman, I would like to ask a question 
bearing on the procedure. Our counsel asked the question of the wit- 
ness and presented to him the names of a considerable number of per- 
sons as I understand, and stated that in deference to rule 11 he did 
not make known those names. Have we had any answer from the 
witness as to whether those names did represent those in Government 
service in the present or the past administration? I have not heard 
the answer. 

The CuarrmMan. Yes; the witness testified that he identified some 
of the names and that some of them Miss Paperman could identify, 
and they could explain each and every one. 

Mr. Wotverron. Mr. Chairman, the question of whether it comes 
within rule 11 or not is not a question for this witness to decide or it 
is not a question, in my opinion, entirely for Mr. Lishman to decide. 
It is a matter for this committee to decide and it would seem to me 
that instead of the committee being held in darkness as to what the 
counsel has in mind with respect to these names, it should be made 
plain at least to the committee and I would feel that it would be most 
appropriate that an executive session of the committee be held if 
we are considering deference to rule 11 in order that the committee 
may have the information that Mr. Lishman has, and which he has 
submitted to the witness, in order that we may act appropriately. 

[ know there is no disposition on the part of anyone on this com- 
mittee to hold back publicity with respect to any public official in this 
or any past administration that may have received any gifts, money 
or otherwise, from this witness or anybody else, but I do feel that as 
a member of the committee I am im the dark as to where we are 
going or what we are trying to do and I think there should be con- 
fidence in the committee to give them the evidence that is evidently 
In possession of the staff. 

82090—59—pt. 11——10 
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Mr. Lisuman. Mr. Chairman 

The Cuamman. May I answer that? 

Mr. Lisuman. Mr. Wolverton, members of the committee have that 
information. If you wish, I will name the members. 

The Cuamman. Just a minute, Mr, Counsel. Permit the Chair to 
answer. 

The Chair has been listening very attentively to this and has to make 
a decision, I am sure, on a very important point. As I understand, 
Mr. Goldfine, in answering questions of the counsel, contends that the 
outstanding treasurer’s checks referred to have nothing whatsoever 
to do with the matter of the inquiry; they are not used for any such 
purpose whatsoever regarding any matter before either of the com- 
missions or are not used for any purpose wherein public officials are 
involved. 

Now, since Mr. Goldfine made that statement, in view of the fact 
that this committee then could not inquire into that matter, the coun- 
sel is endeavoring to show that past records are to the effect that such 
checks are used for such purpose. That is the purpose of it and that 
is the only interest that this committee could have in it. 

Mr. Wotverron. Mr. Chairman, not with the idea of continuing 
any discussion between ourselves, but merely to make plain my desire 
in this respect, do I understand that the names which were just previ- 
ously submitted to the witness by Mr. Lishman have been oaiiien over 
to the committee members? If so, I must say I have not received such. 
I think we are just as well able as the witness to determine whether 
they are men in public life or not, maybe better. 

The Cuarrman. There is no disposition on the part of the staff, and 
certainly not the Chair, to withhold any information from any mem- 
ber of the committee. 

Mr. Worverton. Is that available to all members of the committee, 
or only to the staff? 

The Cuatrman. Of course it is available to all members of the com- 
mittee if they would like to have it. 

Mr. Wotverton. Whatever is done, I am asking for it and I would 
like the responsibility placed upon the entire membership, but I do 
feel that the membership of the committee individually are entitled 
to the information that was submitted to the witness in the form of a 
quesion which our counsel has very properly said is in deference to 
rule XI. I think the committee members at least are entitled to see 
a list that is being submitted to the witness. 

Mr. Mack. Mr. Chairman, I would like to say that the day before 
yesterday I made such a request of the staff of our committee for 
this list and it was readily made available tome. There was a limita- 
tion on the number of copies, but I was informed at the time that 
they had supplied it to every member who had made a request for it, 
and it would come as a great surprise to me if my colleague, Mr. W ol- 
verton, had made such a request. and it was denied by the staff. 

Mr. Wotverton. I do not know whether it was because of limitation 
of copies or not, but certainly none was submitted to me. I am asking 
now that every member of the committee have it and not just some 
members of the committee. 

The Cuatrman. Any member of the committee who wishes any 
information that the staff has will be be entitled to it, and the staff 
has so been instructed from the outset. 
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Mr. Wotverton. Mr. Chairman, just by way of protection, may I 
ask this further question: If I ask for it at the moment and my re- 
—<t ” granted, does it mean that I am the only member that has 
the list ¢ 

I would not like to be placed in that position, for reasons that are 
obvious, but if every member of the committee has it, it would be more 
difficult to maybe draw conclusions. Certainly there would be no 
disposition on my part to give publicity to a matter that comes with- 
inrule XI. I would endeavor to live within the rule. 

May I ask, if I make that request and it is granted, will it mean 
that I am the only one that has the list ? 

Mr. Bennetr. Mr. Chairman, may I say that I requested a copy of 
this information from the staff several days ago and I have it in 
my possession now. I will be glad to loan it to my distinguished col- 
league, Mr. Wolverton. 

Mr. Wotverton. I am not asking for the loan of anything from any 
member. I am asking for the list that is the same as that which was 
submitted to the witness. 

The Cuamman. The Chair has already advised the gentleman 
that he is entitled to any information he wants from the staff. The 
staff has been instructed to provide such information and the Chair 
will now say that Mr. Wolverton would like to have a copy of 
this information and I would like to make it available to him, and I 
understand that other members of the committee would like to have 
it, too. 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, I did not know there was any such 
list and I therefore am requesting acopy of it at this time. 

The CHarrMan. Very well. 

Mr. Moutper. Mr. Chairman, I make the same request. 

The CuatrMan. The staff has certainly been cautioned and ad- 
monished about revealing information that would come within the 
purview of the rule of House and I want to make it perfectly clear 
that I am using every possible caution to avoid anything that might 
possibly be construed as not fully complying. And I want to make 
that very clear. The staff is carrying out the instruction of the Chair 
in that regard. 

Mr. WituiaMs. Mr, Chairman, I think that in this colloquy we 
should not lose sight of the reason why Mr. Goldfine was given the list. 

It was to inform Mr. Goldfine of the relevancy of the documents 
which have been requested from him. In that connection, I would cite 
the hearings of June 17, 1958, page 1917, when a similar issue arose 
with regard to a subpena, if I recall correctly, which had been served 
on Miss Paperman. Mr. Robb made this statement: 

Mr. Chairman, may I say this, and I think I have said it before, that any 
records which counsel wants which have even a tinge of pertinency to this 
committee’s inquiry, we will be glad to produce. 

As I understand it, the counsel gave this list to Mr. Goldfine to 
establish what Mr. Robb refers to as a tinge of pertinency, and I feel 
that he acted very properly in not revealing to the public the names of 
these individuals who are listed thereon. 

The Cuarrman. Mr. Lishman, you may proceed. 
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Mr. Ross. Mr. Chairman, I wonder, since Mr. Williams read the: 


first sentence of my statement, if he would mind reading the next 
sentence, too, just so we-can have the context. 
Mr. Witt1ams. I did not intend totake anything out of it. 
Mr. Ross. I know you didn’t, Mr. Williams. I know you didn’t. 
Mr. Wriu1aMs. I will read the next sentence: 


I am sure that neither the Chair nor the committee nor counsel wishes to go 


on a fishing expedition into Mr. Goldfine’s personal affairs in the hope that some-- 


thing may turn up. 


Mr. Ross. Thank you. 

Mr. WitxtaMs. I do not see the significance of that, but I think the 
relevancy of the files that have been requested are definitely established 
by the list that was handed to the gentleman by counsel for the com- 
mittee. I would hardly consider that to be a fishing expedition. 

Mr. Lisuman. Mr. Chairman, may I point out again, on the question 
of relevancy, that some of the persons who received these payments 
were employ ed by certain of the public officials who interceded for 
Mr. Goldfine at the Federal Trade Commission and the Securities 
and Exchange Commission. Now, I submit that it is extremely 


relevant that this witness be compelled to produce the records 


relating to these uncashed treasurer’s checks and certified checks 
amounting to more than $770,000 which have been outstanding for 
many years in most instances and find out for what purpose and to 
whom they were issued. 

The Cuarrman. Are you raising the question now, Mr. Lishman ‘ 

Mr. Lisuman. I am raising the question of the relev ancy of pro- 
duction of records pertaining to the uncashed treasurer’s checks and 
certified checks. 


It is extremely unusual in itself that an amount of money so large 


should be outstanding in the form of uncashed treasurer’s checks which 
draw no interest for such long periods as are shown in the official 
records of the Pilgrim Trust Co. which the committee obtained under 
compulsion of a subpena served upon that bank. 

The Cuatrman. Mr. Goldfine, are there such checks outstanding? 

Mr. Gotprine. Mr. Chairman, all those checks except some issued 
in 1942 have either been negotiated or are now held by my company. 

The Cuatrman. But are there such checks outstanding as have been 
referred to? 

Mr. Gotprine. Would you please ask the question again, Mr. Chair- 
man ? 

The Crarrman. I am trying to arrive at a decision which has been 
brought to the attention of the Chair by the counsel where he seems to 
raise the question about the compliance with reference to the submis- 
sion of certain records, and the records in question are an alleged 
$700,000-plus of Treasury notes outstanding. Are there such checks 
outstanding ? 

Mr. Gouprinr. Why, as I said before, all these checks except some 
issued in 1942, Mr. ( ‘hairman, have either been negotiated or are now 
held by my company. 

The Crairman. Then there are such checks held by your company ? 

Mr. Gotprine. Yes, Mr. Chairman. 

The Cuatrman. Well, let the Chair develop this. 

There are such checks that are still outstanding and have not been 


cashed ? 
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Mr. Gouprine. That is correct. 

The Cuarrman. And those are part of the records of your a ¢ 

Mr. Gouprine. Yes; they are held by my company outside of t 
1942 which we have no record of. 

The Cuarrman. Is the total amount referred to approximately cor- 
rect ¢ 

Mr. Gotprine. I don’t think the figures are correct. I don’t think 
that it is that-amount. 

The Cuarrman. You do not think it is that amount? 

Mr. Goutprtne. I do not think so. 

The Cuatrman. Now, Mr. Counsel, acknowledging that they are 
outstanding and held by the company, for what purpose would those 
checks contribute to the hearings if they were actually present ? 

Mr. Lisuman. Mr. Chairman, I think you misunderstood the wit- 
ness’ testimony. He did not say that all these outstanding checks are 
now in the hands of his company. He said some had been negotiated. 

We are interested in knowing to whom and for what purpose these 
uncashed checks were negotiated. 

The Cuarrman. As I understand, Mr. Goldfine has testified that 
with the exception of a few of 1942, that they have either been nego- 
tiated or they were held by the company. 

Mr. Ross. That is exactly right, Mr. Chairman. 

The Cratrman. The Chair is trying to understand this, too. 

Mr. Rors. Yes, sir. 

The CuHarrmMan. Now, can you delineate between the ones that have 
been negotiated and the ones still held by the company, Mr. Goldfine ¢ 

Mr. Gorprtne. Would you please ask me that question again, Mr. 
Chairman. Would you please? 

The Cuamman. Well, could you give us the difference between 
those negotiated and those now outstanding and held by your company. 

Mr. Goutprine. I cannot give it to this moment but I think Miss 
Paperman can. 

Mr. Ross. Would you indulge me just a moment ? 

I think we can get this straightened out. 

Mr. Gouprrne. Mr. Chairman, since May 7, which Mr. Lishman I 
think was talking about, outside of those that have been deposited 
the rest are held by my company and we have them right in our office 
in our safe. We held the other ones, too, but we have redeposited 
some of those. We use them. That is a regular routine in our 
business. 

Mr. WiiuiaMs. That is what you referred to as negotiating the 
checks ? 

Mr. Gouiprine. What, Mr. Congressman? What do you mean, 
please? 

Mr. Wriuu1aMms. You mentioned that you had negotiated some of the 
checks and others you had in your company. Is that what you mean 
when you say negotiated them 

Mr. Gotprine. I mean we redeposited them for use, for our busi- 
ness. None of them are ever cashed. They are either deposited or 
held. 

Mr. Lisoman. Mr. Chairman, in order to clear this up, I would 
like to go through the list of certified checks drawn from 1943 to 
1957 by companies reported to be owned or controlled by Bernard 
Goldfine outstanding as of May 7, 1958, and this information was 
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rocured by subpena from the Pilgrim Trust Co. of Boston which 
hank issued these Treasurer’s checks and which delights in having 
them, I understand, because they draw no interest and they have the 
use of money during the period these checks are outstanding. 

I am going through item by item the checks, information supplied 
by the bank. Date: November 3, 1943, drawn by Boston Port Develop- 
ment Co.; payable to Brickley, Sears & Cole, $2,000. That check 
has been outstanding since 1943 as of the date May 7, 1958. 

Where is that check now ? 

Mr. Gouprine. I can’t tell you, Mr. Lishman. I don’t know. Miss 
Paperman probably can explain. 

Mr. Lisoman. We always have someone else to explain. Miss 
Paperman has already testified that she never purchased any of these 
checks without your instructions. 

Miss ParerMAN. I never said that, Mr. Lishman. 

Mr. Lisuman. We asked you if you had authority to draw these 
checks and I have your testimony here saying that you had no such 
authority, that Mr. Goldfine paid the checks. 

Miss PaperMAN. I was told I was given instructions to get them. 
I never said any such thing. 

The CuHarrman. Now, we must stop. 

Miss ParerMan. Furthermore 

The Cuarrman. We must not have any interruption now or any 
argument with other than the witness and we would like to not have 
any argument with him if we can help it. 

Will you proceed with the questioning, Mr. Lishman ? 

Mr. Lisuman. The next check is dated January 26, 1946, drawn by 
Boston Port Development Co. payable to Harry Ham, $300. 

The next check is dated December 20, 1957, drawn by Boston Post 
Development Co., payable to a number, 5-189, in the amount of $30,000. 

Now, do you know where the $30,000 treasurer’s check drawn to 
the order of Mr. Harry Ham is? 

Mr. Goupriner. I am sorry to say, Mr. Lishman, that Mr. Harry 
Ham is dead and if he was alive he would explain. It must be around 
the family as far as I know. 

Mr. LisumMan. But it has not been cashed. 

Mr. Gotprine. I don’t know. No, it hasn’t been cashed, if it is 
outstanding and your records are correct. 

Mr. Lisuman. The bank records state that it is outstanding. 

Mr. Gotprine. That doesn’t mean it is correct because the bank has 
been wrong in quite a few things, as you know yourself. 

Mr. Lisuman. How about this check of December 20, 1957 in the 
amount of $30,000, as of May 7, 1958? Is that still outstanding? 

Mr. Gotprrne. A check payable to who? 
ioe LisoMAn. The bank reported the number 5-19. I will hand you 
the list. 

Mr. Gorprine. Mr. Lishman, in this statement 








My secretary is right here to explain it to you. After all, I am not 
a bookkeeper. She is. 

Mr. Lisuman. I will hand you a list of these records. 

Mr. Gotprine. Better hand it to her. She can tell you better than 
T can. 

Mr. Ross. What is the question, Mr. Lishman 4 
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Mr. Lisuman. I asked him if this $30,000 treasurer’s check of De- 
cember 20, 1957, is outstanding, unpaid. 

(The witness confers with his counsel. ) 

Mr. Ross. I think we have the answer for you, Mr. Lishman. 

The Cuairman. The Chair’s attention has been called to the fact 
that there are cameras here. 

I must insist that—and we will wait only a very brief moment, too— 
those of you with cameras be excused. 

The Chair hassaid that those with cameras are excused now. 

Mr. Lishman, you may proceed. 

Mr. Lisuman. I am waiting for the answer on the $30,000 check. 

Mr. Gotprine. Mr. Lishman, that $30,000 check, which you are 
talking about, Miss Paperman tells me that was deposited in the Pil- 
grim Trust Co. and made payable to them because the city of Boston 
taxes, which is due on the East Boston Co., has not been paid, and 
it is up for a hearing because the company thinks they are entitled to 
an adjustment. And since that time, instead of using that check, 
they have taken that money plus an additional $20,000, which is $50,- 
000, and has been paid on account of a first mortgage which they have 
and have had for a long time on East Boston land. And the reason 
why they wanted to have it that way is because due to the fact that they 
have merged or have been taken over by the Merchants, and I under- 
stand from Mr. Sturges that’s the kind of a note, mortgage on land, 
that the Merchants weren’t very keen about taking over and they 
would prefer to make a payment on that mortgage. It was $85,000 
then, and now it is down to $35,000. 

Mr. Lisuman. Mr. Goldfine, that is a satisfactory answer. We can 
get along very well with each other. 

Mr. Gouprine. I know, providing 

Mr. Lisuman. All I am trying to do is to get the facts and find out 
how many of these—— 

The CuHatrMAN. Proceed with the question. 

Mr. LisuMan (continuing). Checks are outstanding, uncashed. 

The next check is dated September 1, 1945, drawn by Northfield 
Mills to the order of Samuel Pearlman; and apparently there were 
two checks, one dated September 1, 1945, and one dated April 30, 
1952, $8,058.12. According to the bank, that is still outstanding and 
unpaid ; is that correct? 

Mr. Gouprine. Just one moment, Mr. Lishman. I have to speak 
to my secretary. 

(Witness confers with Miss Paperman and counsel.) 

The Carman. Mr. Goldfine, may the Chair make a suggestion 
here ? 

I observe that it is going to take a long time to go through these 
item by item and you having consultations with your assistants, your 
lawyers and all. 

You have testified that substantial sums—and I do not think the 
total amount has been mentioned—are outstanding treasury notes. 
You have testified then that most of those are held by one of your 
companies. Some of them have been negotiated and you are attempt- 
ing to explain one by one. 

The Chair is going to indicate at this time that the relevancy of 
these checks that are outstanding at this time is only insofar as some 
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of them that may be outstanding and are outstanding, that they may 
have already been used or passed for purposes of this inquiry. We 
want to find out if they have or have not. We have to go over each 
one of these, evidently. 

I wonder if it would not be necessary for the counsel to submit to 
you these alleged treasurer checks that are outstanding, and you can 
go over them in time, and then bring it back to the committee when 
you appear at a later date. 

Could we have such an arrangement and save a lot of time here? 

(The witness confers with his counsel. ) 

The CHarrman. You could submit the statement or bring the state- 
ment back with you when you come. 

Mr. Gotprrne. I will try. I will do the best that I can. 

The Cuarrman. The Chair is just trying to expedite this matter 
some in order to get only the information that we are entitled to have. 

May I inquire if Tuesday of next week would be convenient for you 
to come back? We cannot conclude this testimony. Evidently we are 
not making any headway at all. 

Mr. Gorprrne. I will be very glad to come back Tuesday. Whether 
I can come with what you ask I do not know. I will try. 

The Cuatrman. If the counsel will then submit to you these lists of 
outstanding treasury checks, then you can explain the status of them, 
and if such have been passed for any purpose to which this committee 
is entitled to know, that is all we want. If that arrangement would be 
satisfactory to you, I think we could proceed on something else. 

(‘The witness confers with his counsel.) 

Mr. Ross. Mr. Chairman, I conferred with Mr. Goldfine. It ts Mr. 
Goldfine’s position, sir, that, except for checks which were issued back 
in 1943 and one or two others, all of these checks have now either been 
redeposited in the account of his company—the same company which 
drew the checks, having been in the possession of that company ever 
since they were issued—or they are still held by the company and have 
never been given to anyone. 

Therefore, Mr. Goldfine feels he has answered the inquiry as to the 
reasons and purposes for keeping these checks is not within the pur- 
view of the committee’s inquiry. 

The CuHarrman. The Chair is trying to expedite this proceeding 
in order to get the information which we are now getting out just 
one by one. 

Mr. Ross. I understand. 

The Cuarmman. It is not entirely satisfactory to anybody. 

Mr. Ross. No, sir. 

The Cuarrman. You are stating the position of Mr. Goldfine. I am 
just asking if such an arrangement would be agreeable, and you could 
submit such information clarifying what we are going into here so 
we could get this matter over with. 

Mr. Ross. I am afraid, Mr. Chairman, that our position must be 
that, since the checks have never been used for anything except to be 
drawn, held by the company for a while and then redeposited, or held 
by the company continuously and are still held by the company, that 
this, so far as we are concerned, must be the end of the matter. 
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The CuarrMan. So far as we are concerned, we want an explana- 
tion of those checks that are so held and those that might be passed 
to someone else. 

If you can comply with that, then we can get along. 

Mr. Ross. May I be sure I understand the Chair? The Chair 
wishes to explain why the checks were drawn in the first place. Is 
that what the Chair is getting at? 

The CHatrman. I could not see at the moment that it is any of the 
business of this committee as to why the checks were drawn unless 
they were drawn for the purposes that are pertinent to the investi- 

tion. 
e"The counsel is trying to delineate between those that might have 
been used for the purposes that are admitted here this morning and 
those that are held. 

That is the only thing. 

Mr. Ross. Of course, Mr. Chairman, those which have been re- 
deposited which have cleared. 

he CuatrmMan. That could certainly be stated if Mr. Goldfine 
cared. to do so, and would end the argument on that. 

Mr. Ross. The counsel can get those from the bank and see the 
name of the payees and see that they were held and redeposited. In 
other words, these checks could not have been given to any Govern- 
ment official because they were never given to anybody; and the other 
checks still held by the company could not have been given to any 
Government officials because they are held by the company. 

The Cuatrman. If we cannot make such arrangement, I am going 
to have to let the counsel go into them one by one, Mr. Robb. 

You may proceed. 

Mr. LisomMan. With respect to the check dated September 1, 1945, 
drawn by Northfield Mills to Samuel Pearlman in the amount of 
$33,882.69 ; is that check outstanding, uncashed ? 

Mr. Gotprine. Mr. Lishman, on the advice of counsel, I most re- 
spectfully decline to answer the question upon the ground that it is 
not relevant to this inquiry. 

Mr. Lisuman. Mr. Goldfine, how do you differentiate between this 
check and the three other checks concerning which you have pre- 
viously testified? If our questions were relevant to the other three 
checks, why is the question irrelevant as to this check ? 

Mr. Gowtprrne. Those checks, that you asked first, were those 
Christmas gifts which I explained to the best I knew how; and the 
other check was something that had to do with the Boston Port Co. 
being a subsidiary of the East Boston Co., which the SEC is investi- 
gating, I understand. 

Mr. LisuMman. Is it not a fact that Northfield Mills has been and is 
being investigated by the Federal Trade Commission ? 

Mr. Ross. Mr. Chairman, I respectfully submit 

The CHarrmMan. The question was asked of the witness. Now, Mr. 
Robb, I have advised the purpose of the counsel being permitted to 
deal with the witness. 

Mr. Ross. Might I make a legal objection, Mr. Chairman ? 
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The Cuatrman. Yes, you can make a legal objection, but you may 
not testify. 

Mr. Ross. No, sir. I don’t want to testify. My point simply was 
that I respectfully submit that Mr. Goldfine should not be required 
to engage in a legal debate with learned counsel for the committee. 

The CHamman. Well, there is no intention of such. 

Ask your question, Mr. Lishman. 

Mr. Lisuman. Maybe I can shortcut this matter by this. You have 
the list of these certified checks which were outstanding and unpaid 
before you, and I will state I intend to ask the same questions about 
all of the checks on this list which came from the Pilgrim Trust Co.; 
and will you state that you will give the same answers—that you refuse 
to answer because the question is irrelevant ¢ 

Mr. Gouprine. Yes, Mr. Lishman, I will. 

The Cuarrman. May the Chair have a copy of the list ? 

Mr. Lisuman. Mr. Goldfine, in the list. of the certified checks which 
you have before you, is in a fact that the total shown there as bein 
outstanding uncashed certified checks as of May 7, 1958, is $419,012.11, 
and this covers the period 1943 to 1957. Is that correctly shown on 
this sheet ? 

Mr. Gorprine. I don’t think it is. There is a lot of things on there 
that are incorrect. So I have been told by my secretary, Miss 
Paperman. 

Mr. Lisoman. Does the paper state that—that you have in front of 
you ¢ 

Mr. Gotprine. Yes; the paper states what you say. 

Mr. Lisnoman,. Could you furnish us with an expl: ination of which 
items on this list which came from the bank are incorrect, or were 
incorrect, as reported by the bank? 

Mr. Gouprine. Again, Mr. Lishman, and Mr. Chairman, on the 
advice of counsel I most respectfully decline to answer the question 
upon the ground that it is not relevant to this inquiry. 

Mr. Lisuman. Well, I will now pass over to the uncashed treasurer’s 
checks as distinguished from uncashed certified checks. 

The Cuatrman. I think we had better put this in the record, Mr. 
Lishman, since you have been referring to it and have had the response 
of the witness. 

Mr. Lisuman. I would like to have incorporated in the record the 
list of certified checks drawn from 1948 to 1957 by companies reported 
to be owned or controlled by Mr. Bernard Goldfine outstanding as 
of May 7, 1958, which list came from the Pilgrim Trust Co., of Boston, 
Mass., the bank which issued these certified checks. 

The Cuarrman. Let it go in the record. 
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(The document referred to follows :) 


Pilgrim Trust Co.—Certified checks, drawn 1943-57 by companies reported to be 
owned or controlled by Bernard Goldfine, outstanding May 7, 1958 








| 











Date Drawn by— | Payable to— Amount 
Nov. 3,1943 | Boston Port Development Co- sa ee Sears & Cole. $2, 000. 00 
Jan. 26,1946 |.....do.. gas ..| Harry Ham : 300. 00 
Dec. 20, 1957 _ “do... a -189 80, , 000. 00 

Total. | | 32, 300. 00 

Sept. 1,1945 | Northfield Mills, Ine | Samuel Pearlman ssn 33, 882. 69 
= = = 

Apr. 30, 1952 Cine s% do 8, 058, 12 

CS «5. donee S5 aes | Brookline Woolen Co__- | 14,464.17 
Dec. 30, 1952 | do Gales Goldfine | 250. 00 

Do. do. ree | Cynthia Goldfine 250. 00 

Total 1952. - - 23, 022. 29 
Nov. 7, 1955 | Louis Goldblat_ 45, 407. 61 
Mar. 28, 1957 |__. | Yale Wool Waste Co__.._. } 80, 385. 35 
Apr. 30,1957 |--.. do i 95, 597. 29 

Do. & United Waste Co., Ine | 26, 000. 00 

Do aaa at | Goldfine & Meadows, Inc. | 36, 233. 28 

aire oki toad Dale Yarn Co., Ine... -- | 44, 343. 20 

{— a 

Total 1957... .- is | 92, 559. 12 

Total 1945-57. .-. | 384, 871. 7 
Dec. 30,1952 | Strathmore Woolen Co..-- . Solomon I. Gok fine: > 
| 11 checks, each for $62.85. - 691.35 | 
| 8 checks, each for $63.60_ _ - 508. 80 | 

——| 1,200.15 
Cynthia Goldfine_-_- 250. 00 | 
3 checks, each for $46.75... 140. 2 25 | 

at I 390. 25 

Given Goldfine . ; 250. 00 

Total 1952... - : aa - rie 1, 840. 40 

Total 1943-57... . wii > ! 419, 012. 117 


Mr. LisomMan. Now I have before me a list, and I will hand a copy 
of this list to the witness, Mr. Goldfine, likewise from the Pilgrim 
Trust Co. which shows treasurer’s checks purchased 1941 to 1958 by 
companies reported to be owned or controlled by Mr. Bernard Goldfine 
outstanding as of May 7, 1958. 

The total amount for this period outstanding from 1941 to 1958 
is $357,867.05. 

I wish to have this list incorporated in the record at this point. 

The CHarrMan. That will be received in the record. 
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(The list referred to follows:) 


Pilgrim Trust Co.—Treasurer’s checks purchased 1941-58 by companies reported 
to be owned or controlled by Bernard Goldfine, outstanding May 7, 1958 














Purchased By whom purchased Payable to the order of— Amount 

Dec. 19,1955 | Lebandale Mills, Inc_ ----- 

Dec. 20, 1956 |_...- Oe te a 

Apr. 4,1958 |..._- TR setae eee Silision odhioae 
Sees sein ant dic tecdhticleceadaeaniadibain tosis 
las oh occ Wie lia cite csoebiainices 

Rete, TOGB....nc cena 5 
ae hind elle niatitd cece eudcdeetnsesucwwes De 6 dle 200, 500. 00 
SR Be | Bites Bin btewcncsnconeds Bernard Goldfine - Nish cco et ec de So 6, 500. 00 
Nov. 4, 1955 Boston Posi Development Boston Port Dev elopment Co. Saas 5, 000. 00 
Co. 

Mar. 15,1948 | Check Suspense-.-.-..---. ny re Roo oe ecaabawans 5, 000. 00 
ARES RR — AR ARITA A: cee, RNR Vint et eae : 5, 000. 00 
PPR nposabts sina BD. cen ncccinenavengguls deed PG Geigugencnckcawecthenndateskencdabemanakael 8, 850. 25 
BIO cnn w wk Ginsiecs icicle kadai I rch nil ec nih ta eesti ob sin lance aes 5, 000. 00 

PO i dctaciectdienat a etait vate side aie iat weerensennenne| 23, 850. 25 

June 22,1945 | Northfield Mills, Inc. -_.-_-- | Samuel Pearlman----. nl pb eneeuee "32, 630. 91 

Dees 5, Gs |.....00....-.- -| Eileen Griffin - eins seni Es 50. 00 

Pp Se ae eee -------| A.M.P. Williamson. ; - iu 250. 00 

TE xccinkncsiget tian na desmbeednile at acts nivtie panna hh sapaaieiineesaans! 32, 930. 91 
| T . | r . > | 

Sept. 16,1941 | Strathmore Woolen Co.--_-_} Strathmore Woolen Co...__- . $6, 000. 00 
a iain SNe Sghaatigciccik as ceoanc idee h tadea SS teat hei ; ; ; 6, 000. 00 | 
ae eee ee eee ee Oats lhmcecnbiees j ----- 2,000.00] 

ae 7 
Total, 1941...._.-....|._.. acl aici cession Gg | 14, 000, 00 

Sept. 30,1942 | Strathmore Woolen Co__..| Strathmore Woolen Co-_-_-- $6, 000. 00 
Besse cide trot c so seecanse che See ; seh 6, 000. 00 | 
Do litiep need n wn fini sini a ss ici soi Lei sniptakssiscegiitehiata dat ioe fe 

Oct. 26, 1942 | aa ae ae as ee de ; 5, 000. 00 
Be... Baer “nee ree Bic lt et “Sereriee 5, 000. 00 | 

4 3 a "eee ie sda eioae Sele aces eel 5, 000. 00 | 
Do sete seesse Keane Oe 4 4, 954. 47 | 

es EE Bn cD an a cuseineuedaal SS aa ete sis 5, 000. 00 

Des. 21, 1943 1 ......@0..... 2 etal hia et ala ; 10, 000. 00 | 
ha teens ee ee SA Ee oe ; a . 7,686.11 

Total, 1942__. se ce ae , 60, 640. 58 

Jan. 12,1943 | Strathmore Woolen Co____| Strathmore Woolen Co : $6, 386. 86 | 

Feb. 1, 1943 ss csi ; as a 3, 497. 62 

Mar. 17, 1943 AES 2 a a 3, 204. 03 | 

Apr. 8, 1943 cmos =e” 1, 306. 80 | 

} - | 
Total, 1943...........]. Paired ti el ; | 14,395. 31 
Dec. 20,1951 | Strathmore Woolen Co Eileen Griffin ‘ 5 . | 50. 00 
| = —_ 
Total, 1941-51___- oe E. . - 4 89, 085. 89 
| | 
Total, 1941-1958____- fr Peake oe lek dedi tnt, ateniaJa PS 357, 867. 05 


& saul seems 

Mr. Lisuman. I wish to point out that the combined total as sup- 
plied from the records of the Pilgrim Trust Co. of Boston of treas- 
urer’s checks and certified checks outstanding uncashed as of May 7, 
1958, is $776,879.16. 

Mr. Goldfine, with reference to the treasurer’s checks on this list 
which has just been introduced in evidence, are you prepared to an- 
swer the questions concerning the purpose for the purchase of these 
checks and the reason why they are outstanding unpaid over this 
period of years? 

Mr. Gotprinr. No, sir; Mr. Lishman. I am not. 

Mr. LisumMan. On what ground do you base your refusal to answer? 

Mr. Gouprine. Because they are not relevant to this inquiry. 

Mr. Lisoman. Mr. Chairman, I would point out that included in 
this list of checks as in the list of certified-checks the companies pur- 
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chasing these checks are companies subject to the Federal Trade 
Commission and in one instance to the Securities and Exchange 
Commission. 

Mr. Ross. Would you indulge us just a moment, Mr. Lishman, 
Mr. Chairman ? 

The CHamman. Yes. 

What is the'question; Mr. Lishman ? 

Mr. Lisoman. Read the question. 

(Question read.) 

The Cuarmman. Now, Mr. Goldfine, you have some comment you 
wish to make? 

Mr. Gotprrine. I have, Mr. Chairman. The check of November 4, 
1955, was Boston Port Development Co. The $5,000 has been de- 
posited back in the bank. 

Mr. Lisuman. When was that, Mr. Goldfine? 

Mr. Gotprinr. Miss Paperman tells me it was deposited since you 
had your list from there. 

Mr. Lisoman. You mean since the bank notified us of these out- 
standing checks this one has been deposited to the order 

Mr. Gouprine. We cashed other checks way back in Boston Port 
that we have held and redeposited the same as I explained to you 
about that $30,000 check. 

Mr. Lisuman. Well, Mr. Goldfine, I notice on this list that there 
are more than $200,000 of treasurer’s checks by Lebandale Mills to 
your order. 

Was this money used for anything other than a strictly business 
purpose ? 

Mr. Gouprine. No, sir; it was not. 

Mr. Lisuman. Are you prepared to state for what purpose this 
$200,000 was used? The checks are uncashed. 

Mr. Gorprine. I don’t think that those checks you are talking about 
have anything to do with this investigation and are not relevant to this 
inquiry, Mr. Lishman. 

Mr. Lisuman. Now, Mr. Goldfine, if I should go through this list of 
uncashed treasurer’s checks and inquire of you item for item, will you 
give the same answer that you will refuse to answer on the ground 
that the questions concerning why these checks were purchased and 
why they have been left uncashed for such long periods of time is 
irrelevant to the purposes of this investigation ? 

Mr. Gouprine. Yes, sir, Mr. Lishman. 

Mr. Moutper. Are you referring to treasurer’s checks or certified 
checks, Mr. Lishman ? 

Mr. Lisuman. I am referring to the treasurer’s checks and I will 
point out as I stated before that nearly every check in this total of 
$357,867.05 of uncashed checks was drawn by companies which are 
subject to the regulation of the Federal Trade Commission and in one 
instance subject to the regulation of the Securities and Exchange 
Commission. 

Mr. Goldfine, could I ask you if you would be willing to check the 
accuracy of the information contained on these lists obtained by sub- 
pena from the bank ? 

Mr. Gotprine. Yes, sir; I will do anything that is humanly possible, 
and I think I can do that for you. 
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Mr. Lisuman. Would you submit in writing to us a statement show- 
ing where any of the figures on these lists which the bank sent us is 
incorrect ? 

The CuamrMan. Or when you return you could get the information 
and be prepared to testify to it. 

Mr. Goiprixr. I would be very glad to give you any additional 
information when I get here next Tuesday that would help this sit- 
uation that I can get. I would be more than pleased. 

Mr. Lisuman. Mr. Goldfine, we will turn now to your statement. 

The Cuairman. I would say, if counsel would defer just a moment, 
that I tried a good while ago to get the very same understanding out 
of you, Mr. Goldfine, and if you had said it at that time we could 
have saved all this time now. 

I hope we can have that kind of cooperation in the future so that 
we can get along with this. Otherwise we are going to be here a long 
time, 

You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Goldfine, do I understand your statement to 
mean that it was not entirely prepared by you? 

Mr. Gotprinr. What did you say, Mr. Lishman ¢ 

Mr. Lisuman. Is it correct that the statement which you have 
read into the record was not prepared in its entirety by you? 

Mr. Govprine. That is correct. 

Mr. Lisuman. For that purpose and in order to avoid entangle- 
ments with ghost writers, 1 would like to go through this statement 
and ask you certain questions to make c ertain that it is your testimony 
and not the testimony of some undisclosed ghost. writer. 

Mr. WituraMs. Mr. Chairman, may I interrupt at this point along 
those lines ? 

The CuarrmMan. Yes, Mr. Williams. 

Mr. WiritiaMs. Counsel for the committee has indicated the possi- 
bility of Mr. Goldfine having received assistance in preparing his 
statement. 

I believe in his statement he makes the remark that part of this is 
testimony of his attorneys. 

Mr. Goldfine, who assisted you in the preparation of your statement ? 

Mr. Gorprinr. What did you say, Mr. Congressman ? 

Mr. Wiru1ams. Who assisted you in the preparation of this state- 
ment / 

Mr. Gouprinr. My lawyers in Boston. I went over it with Mr. 
Sears. I went over it with Miss Paperman. I went over it with Mr. 
Robb when I got here and when he came to Boston. Mr. Cohen, who 
is another lawyer in Boston and an assistant to Mr. Sears, and myself. 
But when this initial statement came out I saw everything, and what- 
ever is in there I agree. I don’t know of anything that as far as I 
know it isn’t right. 

Mr. WiiuiaMs. Did anyone else assist you in the preparation of 
that statement that you have not mentioned? 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. McCrary edited that statement. 
Mr. Witutams. Mr. McCrary ? 

Mr. Gouprine. Yes. 

Mr. Witi1ams. Who is Mr. McCrary? 


Mr. Gouprine. He is one of the—— 
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Does public relations, I guess. The first time I met him was on 
Monday, as I told the chairman. 

Mr. Wituiams. Is he in your employ? 

Mr. Gouprine. No, sir. 

Mr. Wiu1AMs. How did he happen to assist you in the preparation 
of this statement ? 

Mr. Govpring. I think Mr. Robb can answer that better than I can. 

The CuarrmMan. You are testifying now. 

Mr. Go.prine. Well, since I have been here Monday we discussed 
a few different thing gs, and he edited the statement, and I went over 
it with him, Mr. Sears, Mr. Robb—— 

The Cuarrman. The question is, Mr. Goldfine, by Mr. Williams 

Mr. Gouprine. Mr. Porter 

The Cuarrman. The question is from Mr. Williams: Who brought 
Mr. McCrary into this for you? 

Mr. Gorprine. Mr. Chairman, I did not bring him in. As far as 
I know, I met Mr. Robb—— 

The CHairman. All you state is what you know. 

Mr. Witxt1ams. Do you know what interest Mr. McCrary might have 
in this matter ? 

Mr. Gouprine. I do not. 

Mr. Witiiams. What knowledge does Mr. McCrary have of the 
truthfulness of the allegations and facts outlined in your statement? 

Mr. Gouprine. I can’t tell you that because Mr. McCrary can an- 
swer that better than I can because he edited the statement. 

Mr. Witi1ams. Do you know who employed Mr. McCrary to work 
with you ? 

Mr. Goutprine. I donot. Ido not, Mr. Williams. 

Mr. Witutams. Thank you. That is all. 

The Cuatrman. You may proceed, Mr. Lishman- 

Mr. Lisuman. ‘Turning to page & of your statement, Mr. Goldfine, 
inthe third paragraph. It isthe third paragraph on page 8. 

Mr. Sears. “I asked my son. * * *” 

Mr. Lisoman. “The first difficulty— 

The CHarrman. Let us have order. 

The committee will be in order. 

The counsel asked you to turn to page 8 in the third paragraph. 

Mr. Ross. Mr. Harris, his copy doesn’t have the same pagination 
that. ours have. 

The CuarkmMan. Can we not get a copy that has the same? 

Mr. Gouprine. I am getting it now, Mr. Chairman. 

Mr. Lishman. Mr. Goldfine, do you have a copy now, at page 8 ¢ 

Mr. Gotprine. I have, Mr. Lishman. 

Mr. Lisuman. I will read this sentence to you: 








The first difficulty that any of my mills ever had with the Federai Trade Com- 
mInission was November 1953. 

Isthat your testimony? Is that your own testimony / 

Mr. Gouprinr. That is my testimony. 

Mr. Lisuman. And is ey a pis statement / 

Mr. GoupFinr. As far: ; T know, I think it is, Mr. Lishman. 

Mr. LisomMan. Did you | chee ‘k anal the records of your various 
companies to verify w hether that is a correct statement ? 
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Mr. Goxprine. I have talked to my son Horace and with some of 
his staff, and he has checked into it, and that is correct as far as [ 
know. 

Mr. Lisuman. Well, I will come back to that later. 

I wish to call that to your attention to make certain that you are 
going to stand on that statement. 
~ Mr. Gotprrne. I have answered the best I know how, Mr. Lishman, 

Mr. Lisoman. At the bottom of page 8, I will quote the last para- 
graph: 

I was told it had been our understanding of the Northfield management that 
a textile mill under the Federal Trade Commission regulations had a right to 
include up to 5 percent nylon in a blended cloth without labeling it as such. 

Is that your own testimony ? 

Mr. Gotprine. That is my own testimony to the best of my knowl- 
edge, Mr. Lishman. 

Mr. Lisoman. Will you please turn to page 10. On page 10, a 
quarter of the way down the page, are these words: 

In December 1953 my son Horace showed me a letter from the Federal Trade 
Commission dated December 4, 1953, a copy of which has been introduced in 
evidence by the committee. This letter asked for the names of many of our 
customers and other information which we felt was confidential. We could not 
understand what motivated this letter since it was our opinion that the matter 
had been closed with the correction of our labeling practice. 

Now is that your testimony, Mr. Goldfine ¢ 

Mr. GoupFine. It is as far as I know, Mr. Lishman. 

Mr. Lisuman. I am not asking as far as you know. 

Mr. Gotprine. Well, that’s my answer. 

Mr. LisuMman. I remind you that you are under oath, and I am 
asking you if this is your sworn testimony. 

The quotation that I have just read from this statement; is this 
your sworn testimony ? 

Mr. Gouprine. As far as I know, it is. 

Mr. LisumMan. No ghost writer helped you on that part? 

Mr. Gotprine. What did you say ? 

Mr. Lisuman. No other person helped you write that part? 

Mr. Gouprine. I told you I discussed it with my son, Horace, and 
he is right here in this room, and, if the committee decides to call 
him, he would be very glad to add on what I lack. 

Mr. Lisuman. Now we come down to the second last paragraph 
from the bottom of page 10, and I will read it. 

Neither I nor anyone else in our companies had had prior experience with 
the Federal Trade Commission in matters of this type and I do not now see 
anything wrong in asking an elective or other official of the United States to 
make inquiry as to the object of the Commission in sending such an unusual 
letter. 

Now is that your own testimony ? 

Mr. Gouprinr. I still stand on what it says there, absolutely. 

Mr. Lisuman. On page 11 the following statement appears; at the 
top of the page: 

The original memorandum which Governor Adams received from Mr. Howrey 


of the Federal Trade Commission and which he furnished us gave us no infor- 
mation that we did not already possess. 


Is that your testimony ? 
Mr. Gouprine. Yes, sir. 
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Mr. Lisuman. About two or three paragraphs down appears this 
statement : 


We, therefore, corrected our label and closed the matter with the Federal 
Trade Commission. 


Is that your testimony ? 

Mr. Gotprine. As far as I know, I think that was done. 

Mr. Lisuman. On page 15, halfway through the page, appears the 
following statement : 

My memory is clear that I did not tell Governor Adams why we wanted 
this meeting or what our problem was. 

And that meeting refers, according to a previous statement on the 
same page, to a meeting in Washington on April 14, 1955. 

Now is that your testimony concerning the clarity of your memory ? 

Mr. Gotprine. Yes, sir. 

Mr. Lisuman. At the bottom of page 15 the statement is made: 

I think it is the kind of meeting that should be conducted between repre- 
sentatives of the Government when dealing with manufacturers who have a 
real problem and are anxious to comply with the desires of a governmental 
agency. 

And is that your testimony ? 

Mr, GoupFIneE. Yes, sir. 

Mr. Lisuman. Will you turn to page 16? Halfway down the page 
is this statement : 

The complainant ordered compliance with its rules and indicated that re- 
spondent could negotiate a consent order. My memory is that this was disposed 
of on a voluntary basis in December of 1956. 

Is that your testimony ? 

Mr. GoLpFINE. Yes, sir. 

The Cuarrman. Mr. Goldfine, I am sure you understand why it is 
necessary to ask these questions, because you yourself have made the 
statement yesterday in presenting your testimony that some of the 
statement was not yours, but had been prepared by your lawyers. 
And counsel is trying to find out just what is your statement. 

Mr. Gouprtne. All right. I understand, Mr. Chairman. 

Mr. Lisuman. Mr. Goldfine, on page 16 still, about two-thirds of 
the way down the page, the following statement occurs : 

I did not communicate with Governor Adams or ask his help in disposing of 
this. 

Is that your testimony ¢ 

Mr. Goiprine. Yes, sir. 

Mr. Lisuman. Turning to page 17, two-thirds of the way down the 
page, the following statement occurs: 

To the best of my memory, it was not until some time in 1947 that I was even 
aware of the fact that the stock of the company was listed on the Boston 
Exchange. 

This developed at a meeting of the directors, at which I was invited to be 
present and at which someone brought up the question as to whether or not the 
stock should be delisted. I did not participate in this discussion because, 
frankly, I was not aware of the significance of listing or delisting stock in this 
manner, 

Now, Mr. Goldfine, is that your own testimony? That was not 
written for you by someone / 

32090—59—pt. 11——11 
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Mr. Gouprtne. That was not written. Some of that that I have said 
here probably I could explain it more in detail but that is my 
testimony. 

Mr. Lisuman. On page 21 of your statement, about one quarter of 
the way down the page, I quote: 

I do not have a clear memory of when I mentioned to Governor Adams the 
East Boston Co. I think it was either late in 1955 or early 1956. I feel certain 
that I was not in Washington for that specific purpose. 

My best memory is that I simply told Governor Adams that the company in 
which I was interested, the East Boston Co., was being given very harsh treat- 
ment by the SEC and that I felt that we were really being picked on. 

I did not ask Governor Adams to intercede for us or to do anything in this 
respect. 


Until these hearings began, I knew nothing about what Mr. Adams had done 
with the information I had given him. 


At some later date I believe I mentioned this matter more specifically to 
certain Senators. 

Now, is that your testimony ? 

Mr. GouprIne. Yes, sir. 

Mr. Lisuman. That concludes my inquiry as to certain passages 
in your statement in order to verify that it is your testimony in the 
passages which have been quoted to you and is not the production 
or the product of someone other than you as a witness. 

Now, Mr. Goldfine, you stated yesterday that you have mills in five 
towns in four New England States and that the former owners of 
these mills, during the depression either quit the business or moved 
south. 

What mill or mills do you have in Northfield, Vt. ? 

Mr. Gouprine. The Northfield Woolen Mills in Northfield, Vt. 

Mr. Lisoman. When was that company incorporated ? 

Mr. Goupring. I don’t remember. The records speak for them- 
selves. 

Mr. Lisoman. When did you acquire an interest in that cor- 
poration ? 

Mr. Gorprtne. In the early part of 1940. 

Mr. Lisuman. And what is the extent of your interest in that 
corporation ¢ 

Mr. Gotprine. The Goldfines own it 100 percent. We own 100 per- 
cent of the company. 

Mr. LisHMan. Do you own the stock 100 percent? 

Mr. Gotprine. Well, me and my family, my family and myself. 

Mr. Lishman. What office do you hold in the Northfield Mills? 

Mr. Gouprine. I am not an officer in the Northfield Mills. 

Mr. Lisoman. Have you ever been an officer in the Northfield Mills? 

Mr. Gotprine. No, sir, I have not. 

Mr. Lisuman. What mill or mills do you have in Warren, Maine? 

Mr. Gotprine. The Georges River Woolen Mills in Warren, Maine. 

Mr. Lisoman. When was that company incorporated, approxi- 
mately ? 

Mr. Gorprtnr. I originally went into it in the latter part of 1920. 
I think it was in probably 1930. I might be wrong, around that time. 
Mr. Lisoman. When did you acquire an interest in that corpora- 
tion ? 

Mr. Gotprrine. From the first time that it was formed. There was 
one corporation and then at some later date there was a new corpora- 
tion formed but I was interested from the time that the first started. 
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Mr. Lisuman. What is the extent of your interest in the corpora- 
tion? 

Mr. Gouprrne. This present corporation, the Goldfines own I think 
it is about 80-odd percent. 

Mr. Lisuman. And in the 1940’s, what was the extent of your 
interest in that company ? 

Mr. Gotprinz. What do you mean what was the extent? 

Mr. Lisuman. Well, how much stock did you own in 1940 in that? 

Mr. Gotprine. I can’t tell you but I would be very glad to check 
my records and tell you ex: vctly what I own. 

“Mr. Lisoman. Were you a director of that corporation in the 1940's? 

Mr. Gotprine. I don’t know. I don’t remember whether I was 
or was not. I couldn’t tell you. 

Mr. LisuMan. Well, we have a telegram from the office of the sec- 
retary of state of M: aine which may he Ip 3 you refresh your recollection, 
which I will be glad to hand you and ask you if the statements therein 
are correct. 

According to the information furnished in this telegram addressed 
to the committee by the supervisor, corporation division, secretary of 
state’s office, Augusta, Maine, you are listed as havi ing been a director 
in this Georges River Woolen Mills duri ing the 1940's. 

I will hand this to you and ask you if this is correct. 

Mr. Gouprine. If it says so on that, there, I think it must be cor- 
rect. 

(The witness confers with his counsel. ) 

Mr. LisuMman. I wanted to have Mr. Goldfine verify that he had been 
a director of the Georges River Woolen Mills at the dates specified in 
the telegram received from the office of the secretary of state in Maine. 

(The witness confers with his counsel. ) 

The Cuarrman. What is the question, Mr. Lishman ? 

It seems that we are having a difficult time finding out who has been 
a director somewhere. 

Mr. LisuMan. Yes, that is correct. We are trying to have Mr. 
Goldfine testify as to whether he was a director of the Georges River 
Woolen Mills ducite the 1940's. 

Mr. Gotprine. If it states on your statement from the secretary, I 
must have been a director. 

Mr. Lisuman. Very good. 

And in 1940, did the Goldfines control that company ? 

Mr. GotprineE. Well, when you say the Goldfines, my brother Allen, 
who is not in the company now, one time he and his wife had quite an 
interest in it and at some later date they got out of it. Then there was 
anew corporation formed. 

Mr. LisHman. What mill or mills do you have at Lebanon, N.H.? 

Mr. Gotprine. I own the Lebanon Woolen Mills in Lebanon, N.H., 
and also the Lebondale Mills in Lebanon, N.H. 

Mr. Lisoman. When was the Lebanon Woolen Mills incorporated ? 

Mr. Goutprine. The Lebanon Woolen Mills was incorporated in 1933, 
I think, 1933 or 1932. I think it was 1932 or 1933. I am not positive. 

Mr. Lisoman. When did you acquire an interest in that corpora- 
tion ? 

Mr. GotpF1neE. From the time it was formed. 

Mr. LisumMan. What is the extent of your interest in that corpora- 
tion ¢ 
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Mr. GotprinE. Today I own the Lebanon Woolen Mills, the family 
owns the Lebanon Woolen Mills, a hundred percent. At one time I 
hada Mr. Wood. He has passed away since. He had a third interest 
in it. We have bought his interest and we own now a hundred per- 
cent. 

Mr. Lisuman. What office do you hold in that corporation ? 

Mr. Gouprine. I am president and treasurer of that company. 

Mr. LisHman. In connection with Lebondale Mills, about when was 
that company incorporated ? 

Mr. Gouprinre. That company was incorporated during the 1930's, 
It might be 1934, 1935, or 1936. I can’t tell you the exact time. 

Mr. Lisoman. When did you acquire an interest in that company? 

Mr. Gouprine. Well, I had an interest from the start. The Gold- 
fines had interest from the time we formed the corporation. 

Mr. Lisuman. What is the extent of your interest in that 
company ¢ 

Mr. Gouprine. Now ‘ 

Mr. Lisuman. Yes. 

Mr. Gotprine. Now we own 90 percent of the company. 

Mr. Lisuman. What office do you hold in that company ? 

Mr. Gouprine. Well, I am president and treasurer of that company. 

Mr. Lisuman. What mill or mills do you have in Methuen, Mass? 

Mr. Gouprine. We have the Methuen Mills, what we call the 
Bernard Mills. 

Mr. Lisuman. And about when was that company incorporated ? 

Mr. Gotprine. That company was incorporated about a year and a 
half or 2 years ago, if I am not mistaken. 

Mr. Lisuman. When did you acquire an interest in that company ? 

Mr. Gouprine. Well, I had an interest before the corporation was 
formed. Today it is owned 50 percent by the Goldfines and the other 
50 percent is owned by Shermans, who is the selling agent for the 
company. 

Mr. LisHMan. What office do you hold in that company ? 

(The witness confers with Miss Paperman.) 

Mr. Gouprine. I am president of the company. 

Mr. Lisuman. Now, Mr. Goldfine, what mill or mills do you have 
in Plymouth, Mass. ? 

Mr. Gouprine. That’s the George Mabbitt & Sons. 

Mr. Lisuman. About when was that company incorporated ? 

Mr. Goutprinz, Well, that company was incorporated years ago. I 
took those mills over in 1953. 

Mr. Lisaman. And what is the extent of your interest in that 
company ¢ 

Mr. Gotprrnz. Goldfines own it a hundred percent. 

Mr. Lisuman. And what office do you hold in that company ? 

Mr. Gouprine. I am president of the company. 

Mr. Lishman. What interest do you have in Strathmore Woolen? 

Mr. Goutprine. The Goldfines own the Strathmore Woolen Co. a 
— percent. That means Mrs, Goldfine, the children, and my- 
self. 

Mr. Lisoman. According to your statement on page 8—I am quot- 
ing again. 

Mr. Srars. “IT was told.” 
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Mr. Lisuman. No, “The first difficulty.” 

The first difficulty that any of my mills ever had with the Federal Trade 
Commission was November 1953. 

Now, Mr. Goldfine, is it not a fact that in 19: 14 the Federal Trade 
Commission issued a complaint charging the Georges River Woolen 
Mills with mish: andling of woolen fabrics? Is that not a fact? 

Mr. Gotprine. If it is in the record, they probably did. That’s the 
mill I told you that we don’t own a hundred percent. 

Mr. Lisuman. Well, Mr. Goldfine, your statement is not confined to 
mills in which you have a hundred percent. 

Mr. Gotprine. Well, the first difficulty I had in any of my mills 
and where there are others interested, I don’t think—it isn’t my mill. 
It is owned by others as well as the Goldfines. 

Mr. LisuMan. Well, is it not a fact that in 1942 the Georges River 
Woolen Mills sold a fabric which was represented as containing 73 
percent wool and 27 percent rayon, which in fact contained 32 percent 
rayon and only 68 percent wool? Isthata fact ? 

Mr. Gorprinr. This is the first time I ever heard of it, first time I 
heard of it. 

Mr. LisumMan. Well, you were a director and had an interest in 
this mill. 

Mr. Gotprinr. I am a director in a lot of companies. That doesn’t 
mean that I hear everything that goes on in the companies. 

Mr. LisoMan. As a director, would you not regard it as of suffi- 
cient importance to look into when you get a formal complaint issued 
by the Federal Trade Commission charging your company with mis- 
branding ? 

Mr. Gorprrnr. I know, but if it was a little matter and it was of 
very little importance, they would not even mention it to me. 

Mr. LisnmMan. Well, is it not a fact that in 1942 the Georges River 
Woolen Mills sold another fabric which was represented as containing 
62 percent wool and 38 percent rayon which in fact contained only 49 
percent wool and 51 percent rayon ? 

Mr. Gotprine. I don’t know. If you say that is a fact, if your rec- 
ords show, you are probably right. 

Mr. LisomMan. Well, these are taken from the records of the Federal 
Trade Commission. 

Mr. Gotprine. Yes, but they have thousands of records. 

There is nothing unusual. There is thousands of mills that have the 
same thing and you know it, Mr. Lishman. 

Mr. Lisoman. Well, lam asking you. 

Mr. Gotprine. I have so stated in my statement. 

Mr. LisuMan. Is it not a fact that in 1942, Georges River Woolen 
Co. sold a fabric labeled as 50 percent wool and 50 percent rayon which 
in fact contained only 46 percent wool and 54 percent rayon ? 

Mr. Gotprine. I don’t know. It’s the first time I heard of it. 

Mr. Lisuman. Is it not a fact that in 1942, the Georges River Woolen 
Mills sold a fabric represented as 100 percent wool which in fact con- 
tained reused or reworked wool as well as rayon and cotton fibers ? 

Mr. Gotprine. It is the first time I have heard of it, Mr. Lishman. 

Mr. LisomMan. The complaint was issued against that company in 
which you were a director. 
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Mr. Gotprinr. Yes, but I think you ought to call the people who 
were active in the company at the ‘time to get the real information, 
Mr. Lishman, instead of asking me, where it is all foreign to me. 

The Carman. Mr, Lishman, are these matters from the records 
of the Federal Trade Commission of complaints brought before the 
Commission ? 

Mr. LisuMan. Yes, sir; and a formal complaint was issued against 
this company by the Federal Trade Commission. 

The CuatrMan. You may proceed. 

Mr. LisumMan. Now, Mr. Goldfine, did you contact any member of 
the Federal Trade Commission or its staff between 1942 and 1948 con- 
cerning the complaints against Georges River Woolen Mills? 

Mr. Gotprine. No,sir; T did not. 

Mr. Lisuman. Did you have anybody else contact the Federal Trade 
Commission with respect to these complaints ? 

Mr. Gotprtne. No, sir; I did not. 

Mr. Lisuman. Did you directly or indirectly make any gifts or 
loans or offer any hospit: ality to any member or employee of the Fed- 
eral Trade Commission while that case was pending / 

Mr. Gotprine. What was pending ? 

Mr. Lisuman. The case against Georges River Woolen Mills. 

Mr. Gotprine. I don’t know whether there was a case pending, 
What was the finale of that situation? I know nothing about any case 
pending in 1943 or 1944 or 1945 or whatever you have with Georges 
River Woolen Mills. 

Mr. Lisuman. I submit, Mr. Chairman, the answer was not re- 
sponsive to the question. 

The Cuamrman. Did you make such gifts to people within the Com- 
mission or associated with the Commission during that period of time 
referred to in 1942, or what was the date? 

Mr. Lisuman. 1942 to 1948. 

The CuarrmMan. 1942 to 1948, Mr. Goldfine ? 

Mr. Gouprine. Did I what? 

The Cuamman. Did you make such gifts or extend any hospitality 
and so forth, as the counsel asked, during that. period of time? 

Mr. Gotprine. No,sir. Not tomy knowledge. 

Mr. Lisuman. Did you indirectly or directly make any gifts or 
loans or offer any hospit: ality to any member or employee of the Fed- 
eral Trade Commission after that. case was dismissed by the Federal 
Trade Commission ? 

The CuatrmMan. Identify the time, Mr. Lishman. When was the 
case dismissed or disposed of ? 

Mr. LisuMan. 1948. 

The Cuatrman. After 1948 did you make such gifts or loans or ex- 
tend such hospitality ? 

Mr. Gouprine. Not to my knowledge, Mr. Chairman. 

The Cuamman. All right. 

Mr. Lisuman. Mr. Goldfine, prior to November 1953, had not you 
received a number of letters from the Federal Trade Commission call- 
ing for correction of labels by Northfield Mills which were unlawful 
in that they were false and misleading ? 

Mr. Gotprinr. Not tomy knowledge, Mr. Lishman. 

Mr. Lisuman. This is one of your companies. 
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Mr. Gotprine. Northfield, oh, yes; very much so. It’s a good com- 
pany, too. 

Mr. Lisuman. Did you not receive a letter from the Federal Trade 
Commission dated June 25, 1952, concerning labels furnished by 
Northfield Mills which carried in large letters across the face of the 
label the words, “cashmere and wool,” while the percentages of cash- 
mere and wool were set out on the lower edge of the label in such 
manner as to be concealed when the label was affixed to a garment? 
Did you receive a letter from the FTC advising you of this? 

Mr. GotpFiIne. It is possible the company did but as far as I know 
now I don’t remember, Mr. Lishman, I am not very active in my com- 
panies in that capacity. 

Mr. Lisuman. Mr. Goldfine, your statement says the first difficulty 
you had was in November of 1953. I am calling your attention to 
letters and complaints issued prior to that time. 

Mr. GoLprinE. What you are calling to my attention, those are all 
minor matters and you know it yourself. 

There are thousands of companies get those letters. 

Mr. Lisuman. Is it a minor matter to deceive the public by mis- 
labeling ? 

Mr. Gotprine. I never deceived the public at anything and you 
know I didn’t. 

Mr. Lisuman. That is your statement, Mr. Goldfine. 

Mr. Gouprine. That is my statement, that is correct. 

Mr. Lisrman. Did you not receive a letter from the Federal Trade 
Commission dated December 12, 1952, concerning labels furnished by 
Northfield Mills which were deceptive and misleading in that they 
gave the word “cashmere” such prominence as to lead the purchaser 
to believe the fabric contained a substantial amount of cashmere fiber 
when that was not the case? 

Mr. Goutprine. Will you ask the question again, Mr. Lishman? 

Mr. Lisuman. Read the question back. 

(Record read.) 

Mr. Gotprine. Probably did. If you say the company did they did 
but those minor matters wouldn’t come up to me. 

Mr. Lisuman. Well, what did Northfield Mills do after it received 
this Federal Trade Commission letter, dated December 12, 1952? 

Mr. Gotprtne. I can’t tell you that. The staff—some are here and 
some not —they can answer it better than I can. 

Mr. Lisuman. Did not the Northfield Mills receive another letter 
from the Federal Trade Commission, dated June 10, 1953, stating 
that no reply had been received to its letter of December 12, 1952, 
and asking you to advise the Commission as to the corrective action 
taken with respect to the matters mentioned therein ? 

Mr. Gouprine. I think they probably did. 

Mr. Lisuman. Is it a fact that in 1951 Strathmore Woolen Co. sold 
to Joe Fried Woolen Co. of New York a fabric labeled 95 percent re- 
processed wool and 5 percent nylon which in fact contained 15.8 per- 
cent nylon, according to tests made by the National Bureau of Stand- 
ards? : 

Mr. Gotprinr. Would you please read that question again ? 

(Record read.) 

Mr. Gotprine. I don’t know. Probably you are right. 








4252 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Lisuman. Is it a fact that in 1951 Strathmore Woolen Co. sold 
to Joe Fried Woolen Co. another fabric labeled 95 percent reprocessed 
wool and 5 percent nylon which in fact contained 16 percent. nylon? 

Mr. Gotprine. I don’t know, Mr. Lishman. I don’t remember. 

I can’t answer that very intelligently. 

Mr. Lisuman. Who, in your organization, could answer these 
questions? 

Mr. Gouprrne. Well, my son. Miss Paperman might know the 
letters that come in because she handled the Strathmore account. 

The mills, the superintendent of the mill, Mr. Jealous, one of my 
assistants at that time. 

Those matters didn’t come to me unless it came to a point as I so 
stated in my statement yesterday. 

Mr. Lisuman. Mr. Goldfine, in response to questions from a mem- 
ber of the committee, you indicated that many of the people you have 
named consulted with you and helped you prepare your statement 
and yet we have here a record showing conclusively that your state- 
ment that the first difficulty that any of your mills had with the 
Federal Trade Commission was in November 1953, is incorrect, is 
that a fact? 

Mr. Gotprine. Would you please read that question ? 

(Record read.) 

Mr. Gotprive. What do you mean, is incorrect ? 

(Witness confers with his counsel. ) 

Mr. Gouprine. Well, the first trouble of importance that was called 
to my attention was in 1953 as I so stated in my record, in my brief 
here. 

(The witness confers with his counsel. ) 

The Cuairman. Anything further, Mr. Lishman ? 

Mr. Lisuman. Oh, I have a number of questions ; yes, sir. 

Is it a fact that in 1951 Strathmore Woolen Co. sold to Joe Fried 
Woolen Co. a fabric labeled 924% percent reprocessed wool and 744 
percent nylon which, in fact, contained 11.6 percent nylon ? 

Mr. Gorprine. I don’t know. I can’t answer that question. You 
are probably right and probably wrong. 

Mr. Lisuaan. Who in your or ganization could answer it properly ? 

(The witness confers with Miss Paperman.) 

Mr. Gouprine. I would say my organization, the staff who are 
there. They could answer that. 

Those things are minor matters. They are regular routine. They 
are not of too great importance, and those matters haven’t been 
brought to my attention. Its the first time I heard of this situation. 

Mr. Lisuman. Well, is it a fact, Mr. Goldfine, that prior to 1953 
some of your companies had a record of repeated violations of the 
Wool Labeling Act? 

Mr. Gouprine. Mr. Lishman, woolen mill records are held at the 
mill. The men who were active at that time, they could tell you, and 
I would be very glad to submit to you the names who were active at 
that time, and I think it would be good business to have them come 
here and let them explain the facts. 
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Mr. Lisuman. Mr. Goldfine, is it a fact that you took a letter dated 
December 4, 1953, addressed to Northfield Mills, Inc. and showed it 
to Mr. Adams Q 

The CHairMAN. From whom? 

Mr. LisomMan. From the Federal Trade Commission. 

Mr. GotpriNe. Just a minute, please. 

(The witness confers with his attorneys and Miss Paperman.) 

Mr. Gouprrne. I don’t remember whether I did or didn’t. 

The Cuarrman. Mr. Lishman, will you present him a copy of the 
letter which you seem to held there, and see if he can identify it to re- 
fresh his memory ? 

(The witness confers with his counsel.) 

The CuarrmMANn. Let’s have order of the committee. 

Can you anemee Sa aenen Mr. Goldfine. 

Mr. Gouprine. I do not remember whether I did or didn’t at this 
moment. 

The CuatrMan. You do not remember whether you did take the let- 
ter referred to and show it to Governor Adams? 

Mr. Gotprine. That’s right. 

Mr. Lisoman. May I attempt to refresh the witness’ memory. 

In Mr. Adamag’ letter dated June 12, 1958, addressed to the chair- 
man of this committee, the following statement occurs: 

Late in 1953 Mr. Goldfine gave me a letter he had received from the Federal 
Trade Commission, Wool Labeling Division, and asked me what had prompted 
it. I called the chairman of the Federal Trade Commission, Mr. Edward F. 
Howrey, on the telephone and asked if the information Mr. Goldfine desired could 
be made available to him. Asa result of this call, Mr. Howrey prepared a short 
memorandum which I passed along to Mr. Goldfine. A copy of Mr. Howrey’s 
memorandum is enclosed. 

Now, Mr. Howrey’s memorandum states as follows, and this is a 
memorandum dated January 4, 1954, from the Chairman of the Fed- 
eral Trade Commission to the Honorable Sherman Adams, re North- 
field Mills: 

According to Mr. Hannah, Chief of our Wool Division, the purpose of the De- 
cember 4 letter— 


which was just handed to the witness— 


to Northfield was twofold: (1) to obtain additional facts, and (2) to obtain 
furthe rassurances of correction of labeling with the hope that the matter can 
be disposed of on an informal basis. 

Now, Mr. Goldfine, with the benefit of Mr. Adams’ June 12 letter 
and the memorandum of Mr. Howrey of January 4, which clearly 
indicates that that is the letter that you gave to Mr. Adams, are you 
prepared to change your testimony ? 

Mr. Goiprine. Well, I'll change it now that you tell me. I cer- 
tainly would change it that I did. I told you I didn’t remember 
whether I did or didn’t. , 

Mr. LisumMan. Do you remember now that you did? 

Mr. Gotprine. Now that you tell me and you quote Gov. Sherman 
Adams and Hannah, there is no question that I did. 

Mr. Lisuman. Very good. 
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Now we have before us the letter that you gave to Mr. Adams, and 
I would like to read part of this letter. It is addressed to Northfield 
Mills by Harvey A. Hannah, Chief, Division of Wool and Fur Label- 
ing: 

Your letter— 
referring to one you had written on November 17— 
states that all of the questioned fabric was sold to Haymarket Veterans Uniform 
Co., of Boston, Mass. However, your mill has apparently made additional style 
ranges of fabric containing wool, vicuna, and nylon, as other garment manufac. 
turers using your goods with the same fiber contents, have been noted by our 
investigators. Therefore, this office would like a complete statement as to all 
ranges and fiber contents of fabrics which you have made during the past year 
containing nylon. Also set forth the yardage produced of each of these fabrics, 
the amount presently on hand at your mill and in the warehouses of your selling 
agents, together with the amount of these fabrics shipped. 

In your reply kindly list the names and addresses of your customers who have 
received this misbranded fabric, and inform us whether or not they have been 
notified of the mislabeling. 

Please describe how you have corrected the fiber content disclosure on any 
misbranded goods in your hands, and enclose samples of the corrected tags. 

A prompt reply to this letter will be appreciated. 

Now, Mr. Goldfine, did you have a discussion of this letter with 
Mr. Adams? 

Mr. Lisuman. Did you ask him if he could find out what moti- 
vated this letter ? 

Mr. Gotprine. There is no question I would ask him because I gave 
him the letter. The letter speaks for itself. 

Mr. LisuMan. What was the substance of the discussion you had 
with Mr. Adams concerning this December 4, 1953, letter ? 

Mr. Gotprine. Would you please ask the question again 

The CHatrman. You may repeat the question. 

(The pending question was read by the reporter.) 

Mr. Gouprine. I don’t remember what I discussed with Governor 
Adams and I know, now that you read that, I turned over the letter. 
I can’t remember what I spoke to Governor Adams at that time. 

Mr. Lisuman. Why did you take it up with Governor Adams in- 
stead of going to the C ommission directly ¢ 

(The witness confers with counsel.) 

Mr. Gotprine. Well, we got that letter there and I thought I would 
show it to Gov. Sherman Adams. 

Mr. Lisuman. Is Mr. Adams a lawyer? 

Mr. Gotprine. What did you say ? 

Mr. Lisuman. Is Mr. Adamsa lawyer? 

Mr. Gorprinr. I think you better answer the question vourself. 
You ought to know. 

Mr. Lisoman. I donot understand why you went to him rather than 
going to the Commission. That is what I am trying to find out. 

Mr. Gotprine. If you will look at my testimony, “In December,” 
where I start “In December of 1953”: 


We could not understand what motivated this letter, since it was our opinion 
that the matter had been closed with the correction of our labeling practices. 

We were surprised to get that letter. 

Mr. LisomMAn. Now, on page 10 of your statement, Mr. Goldfine. 

Mr. GoupFine. Yes. 

Mr. Lisoman. About halfway down, you referred to this December 
4, 1953, letter. 
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Mr. GotpF1INnE. What did you say, please ? 

Mr. LisHMAN. You refer to this December 4, 1953, letter which you 
brought to Mr. Adams and you say: 

This letter asked for the names of many of our customers and other informa- 
tion which we felt was confidential. 

Now, I would like to ask this question: If a policeman arrested 
you with a trunkful of stolen jewelry in your car, do you think you 
could refuse to tell the names of the people from whom the jewelry 
was stolen on the ground that that was confidential information ¢ 

Mr. Gouprine. Please ask the question again. 

Mr. LisHMAN. Please read the question. 

(The pending question was read by the reporter.) 

Mr. GotprineE. My attorneys tell me right and left, on my right and 
left, that I am here to answer questions pertaining to the FTC and 
SEC and not any holdups. Until such time, they tell me that I cannot 
answer the question. 

Mr. LisumMan. Well, the FTC in this letter required you to furnish 
them, or requested you to furnish a list of customers who had received 
misbranded fabrics; is that correct 

Mr. GOLDFINE. Yes, sir. 

Mr. Lisoman. Now, whether or not those customers were cheated 
when they received misbranded fabrics ? 

Mr. GotpFine. No; I don’t think they were. 

Mr. Lisoman. The FTC requested that you notify these customers 
of the misbranding so that the consumers of the country who were 
buying these products would not be cheated ¢ 

Mr. GoutprineE. They weren’t cheated. 

Mr. LisHmMaNn. Do you consider that to be a matter so confidential 
that the Commission had no right to ask you for the names of these? 

Mr. Gotprink. Well, I don’t agree with you when you say there was 
cheating, Mr. Lishman. There was no cheating of any kind. There 
might have been an error or mistake the same as a lot of the other 
mills, but there was es ing. 

Mr. LishmMan. Was it not necessary that your customers be in- 
formed to prevent them "frei mislabling their products and thus to 
commit further violation of the law and cheat the consumers who 
were buying from them ? 

Mr. Gouprine. We did not cheat the consumers. 

Mr. Listrman. Did you ever reveal to the Federal Trade Commis- 
sion the names of the customers who had been cheated by selling the 
unlabeled fabries 

(The witness confers with counsel. ) 

Mr. Gouprine. I have told you repeatedly that there had been no 
cheating and I can’t answer your questions. 

Mr. Listran. Well, did you ever reveal to the Federal Trade 
Commission the names of the customers to whom you had sold the 
mislabeled fabrics / 

Mr. Gouprine. Well, let me read on page 9 of my testimony and 
look at it and make sure there is no cheating business: 

In any event, at the conclusion of the meeting our customer agreed with 
Riniger to send letters to all its retailers informing them of the matter and 
telling them that they could either relabel or return the coats which had been 
made from our cloth. 
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Now, do you call that cheating? You are a lawyer, I wish you 
would answer me. 

Mr. Lisuman. Mr. Goldfine, this letter from the FTC asked about 
other lines than that involved in the Einiger plant. It so states. So 
what you are dragging in is something irrelevant to this. 

Mr. Gotprine. I am not dragging it in. I think it is very import- 
ant to this. 

Mr. Lisuman. I ask you the simple question: Did you ever sup- 
ply to the Federal Trade Commission the names and addresses of 
the customers who received the misbranded fabric ? 

That is one question. Did you or did you not ? 

Mr. Gouprine. I can’t answer that question. You will have to ask 
somebody else. 

Mr. Lisoman. Did you inform them? 

Mr. Gouprine. In the organization. 

Mr. Lisuman. Did you inform any of those customers of the mis- 
labeling as requested in the December 4 letter ? 

Mr. Gotprine. All I know is that the thing was corrected. That 
is all I know. How it was done and in which way, I cannot tell you. 

Mr. Lisuman. I would like to ask one more question, Mr. Gold- 
fine. 

Mr. Sears. Just a minute, Mr. Lishman, please. 

(The witness confers with counsel. ) 

The Cuarrman. You may proceed. 

Mr. Lisuman. Mr. Goldfine, it is not a fact that you went to Mr. 
Adams with the December 4 letter not to find out what motivated it, 
but to try and get his assistance in refusing to comply with the infor- 
mation that that letter requested you to furnish to the Commission? 

Mr. Gotpring. No, sir; it is not a fact. 

Mr. LisuMan. I have no further questions. 

The Cuairman. Did you get a response to the question? 

Mr. Lisuman. Yes. 

The CuarrmMan. Mr. Wolverton had a request. 

Mr. Wotvertron. Mr. Chairman, earlier in the proceedings today, 
in order to facilitate the hearing, you requested that the witness pre- 
sent on his next appearance, on Tuesday next, information with re- 
spect to the unpaid certified checks or treasurer’s checks. 

If you think it advisable to do so, I would like to know whether 
those unpaid checks, certified checks or treasurer’s checks 
The Cuamman. Do you mean outstanding checks? 

Mr. Worverton. Yes. I mean the outstanding unpaid certified 
checks appear on the books of any of the companies as expense account 
and as such were made a part of the income statements that were made 

by those companies to the Internal Revenue Department, and in addi- 
tion to that any letters that were sent either to the Pilgrim Bank or 
received from it relating to these unpaid certificates. 

I think that that would give some additional information on what 
I understood had been requested. 

The Cuamman. Did you get the request? 

Mr. Ross. I think so, yes, sir. 

The Cuarrman. You understood. You may supply that informa- 
tion when you come back. 

Mr. Goldfine, earlier in the hearing in order to solicit information 
from you which is certainly pertinent and relevant to this investiga- 
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tion, with referenc e to the manner that you had been handling in the 
past the treasurer’s checks or notes referred to and with reference to 
certain gifts that you had made to people who were employed in 
public offices, the Chair used ev ery precaution under the circumstances 
that there be no name calling, but you, unfortunately, inadvertently 
or otherwise, selected one name from that list and used it publicly 
here, which this Chair or this committee could not prevent. 

Now, it is very unfortunate to pick out one individual in a mat- 
ter of this kind and mention his name without taking the others who 
had received similar treatment and, as I had previously said, I had 

cautioned the staff to be very careful about matters of that kind and 

counsel had endeavored to get the information without using the 
names, but then you saw fit in your statement, referring to it, Mr. 
Goldfine, to use this one name and the Chair does not feel that he has 
any other recourse except to make the entire list available. 

Now, as you say, these were small gifts. They were Christmas 
gifts, and you st: ated that a letter went “along with each one of them 
expressing your generosity, and your feeling, and your Christmas 
greetings to them. 

Certainly, I do not see that there should be any application whatso- 
ever in a matter of this kind, but simply gp aaa which the com- 
mittee is entitled to have, as to how you had been using in the past 
such instruments as were referred to. 

I have had your secretary, Miss Paperman, check this list. Many 
of them have been identified. She tells me there are four names on 
here which do not come within the category, that have nothing to do 
with it whatsoever, and therefore those four names will be stricken 
as they should be. 

Furthermore, Miss Paperman advises me that she is going to check 
the records more thoroughly on them. 

Now, Mr. Counsel, I want to ask you and the staff, have you checked 
these as to the authenticity of them? 

Mr. Lisuman. Yes, sir. These names came off the list that was sup- 
plied us by the Pilgrim Trust Co., and we have the paid, canceled 
checks with the endorsements on the back, photostatic copies of all 
of them. 

The CHatrMan. Is this the list that you referred to from the bank? 

Mr. Lisuman. Yes, sir. That is a Thermofax copy of the list from 
the bank. 

The Cuarrman. And that these names came from? 

Mr. Lisuman. Yes, sir. 

The Cuatrman. The four names referred to as identified by Miss 
Paperinan as not coming within this category—— 

Miss PaPerMAN. Excuse me. 

Chances are that there be more, but offhand I can account for these 
four anyway, and the mere fact that they were endorsed on the back 
doesn’t mean that they were employed by a Government official. I 
mean it is justagift. Tt doesn’t mea nanything. 

The Cuamman. The Chair is trying his best to h: indle this matter 
with the least possible implication of anyone or criticism. However, 
with that statement, the Chair feels that they will have to be made a 
part of the record at the point where it was discussed, where you 

made available the one name referred to. 

Mr. Gotprinr. Mr. Chairman, can I say one word ? 
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The CuHarrMan. I regret very much that you felt it necessary to 
mention that name. 

Mr. Gouprine. The fault is Mr. Lishman’s; not mine, because that 
one first 

The CHamrman. All right. 

Mr. GotpFine. Why he did it I don’t know. 

The Cyaan. All right. That is your own interpretation of it, 
The record speaks for itself. 

Mr. Wituiams. Mr. Chairman / 

The CHatrmMan. Mr. Williams. 

Mr. Wittiams. Mr. Chairman, in regard to this list of names and 
these alleged Christmas gifts or other gratuities which were given 
to these people who were apparently in Government service, either at 
the time the gift was given or are now in Government service, I 
would like to ask Mr. Goldfine if these gifts were charged against any 
of his companies in making out his tax return as a deductible item of 
business expense. 

(Witness confers with Miss Paperman.) 

Mr. Gotprine. I would be very glad to answer that. Miss Paper- 
man, can you tell them / 

Miss Paprrman. Yes, they were. 

The Cuarrman. Let Mr. Goldfine answer. He was the witness. 

Mr. Gouprine. They were deductible, Mr. Chairman. 

Mr. Witurams. Yet you considered them as personal gifts? 

Mr. Gotprine. They were absolutely, yes; Christmas gifts. 

Mr. Wiiurams. Even though they were deducted as_ business 
ee ¢ 

Mr. Gouprine. Well, company gifts, what was sent to them at 
Christmastime, and I either had my name, a letter sent or the com- 
pliments of Mr. Goldfine, the Christmas card in those things, and I 
didn’t mean to name that one. I had no intention. That is the last 
thing in the world I would do, but I was pushed. Mr. Lishman talked 
about cheating and everything else there. He named this list there 
and a lot of those of the $700,000 in checks are not—— 

I think Mr. Lishman ought to confine himself to actual acts and not 
try to mislead people. It is not fair to me, Mr. Harris. 

The Cuarrman. The Chair will not put up with that continuously 
now. The Chair will determine whether the questions are pertinent 
or not, and will pass on each one of them if any objection is raised to 
them. 

Mr. Witur1ams. Mr. Chairman, might I ask one or two more ques- 
tions to clarify the record, to make the record complete ? 

The Cuarrman. Of course. 

Mr. WixxtAms. In your prepared statement, apparently prepared 
by you, explaining the tax situation, earlier toaay with regard to 
some of the gifts that had been made to Mr. Adams, you dw elled at 
length on the subject of the rug. If I recall correctly, you did not 
deal with the question of whether or not Mr. Adams’ hotel expenses, 
which are now widely publicized—and I am sure you know what I 
am talking about—were deducted as expenses of one of your firms. 
If you testified to that I am sorry, I overlooked it. But did you 
testify to that? 

Mr. Ross. I thought he did, but if he didn’t, let us have it. 
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Go ahead, Mr. Goldfine. Tell him. 

Mr. Gotprine. Would you please, Mr. Congressman, ask me again ? 

They were taken as expense, Mr. Congressman. 

Mr. Witx1ams. And what company were they charged against? 

Mr. Gotpring. Strathmore Woolen Co., I think. 

Mr. Wixu1AMs. As a legitimate business expense of Strathmore 
Woolen Co. ¢ 

Mr. Goutprrne. That’s what we did. 

Mr. WittraMs. I wanted to clear that up for my own information. 

Mr. Mack. Mr. Chairman, I have one question in regard to this list. 

The CHatrman. Yes, Mr. Mack. 

Mr. Mack. I cannot understand what Mr. Goldfine meant when he 
said that Mr. Lishman forced him to name the first name on the list. 

Did he force him to name the first name on the list any more than 
he forced him to name the last name on the list, and I understand that 
the last name on the list is the guia to Sherman Adams? 

Mr. Gouprine. If it is, I'l] tell you. Can I have the list, please. 

The Cuairman. Let him have a oly of that list. 

Let us have order now. The committee will be in order. 

Mr. Goutprine. That is one of his secretaries; yes, sir. 

Mr. Mack. That is Sherman Adams’ secretary ? 

Mr. Gouprine. Laura G. Sherman is the name. 

Mr. Mack. Mr. Chairman, I[ just made the point that Mr. Lishman 
was conducting himself quite properly. He did not force Mr. Goldfine 
to name anyone on the list, and, if he did, it would be just as convenient 
for Mr. Goldfine to mention the last name on the list as the first 
name. 

Mr. Gouprine. I was under the impression that Mr. Lishman wanted 
me to name them all down the line. So that was the first one on 
the list. 

The Cuamman. The list disappears very quickly. The Chair did 
not have it, and fourthermore, never had any. 

Miss ParerMan. I just want to make it clear that there may be 
other names on that list which have nothing to do with it. So I just 
want to be sure about that. 

The Cuarrman, Yes, I understand that. 

The committee will adjourn until Tuesday morning next at 10 
o'clock, at which time, Mr. Goldfine, you will return and make your- 
self available for further questions. 

(Whereupon, at 1: 15 p.m., the committee was recessed, to reconvene 
at 10 a.m., Tuesday, July 8, 1958.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


MONDAY, JULY 7, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met in executive session at 1:45 p.m. in room 
1333, New House Office Building, Hon. Oren Harris (chairman) 
presiding. 

(Note.—This executive session was later made public by the subcommittee.) 

Present: Representatives Harris, Flynt, Moss, O’Hara, Hale, Ben- 
nett, and Williams. 

The CrarrMan. In order to make this record, the committee met 
this morning and discussed the events that happened over last night 
with reference to the involvement of Mr. Shacklette and the alleged 
recording device or “bugging” of some of the associates of Mr. Gold- 
fine, which hi as been reported this morning. 

After discussion of it, the committee decided to meet this afternoon 
for the purpose of having Mr. Shacklette come before the committee 
and explain just what happened and his part in connection with this 
alleged event. 

Mr. Shacklette, we will give you the opportunity of making such 
statement and explanation of your action. 


STATEMENT OF BARON I. SHACKLETTE, CHIEF INVESTIGATOR, 
SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 


Mr. SHackterre. In this statement I say that I am sorry, and, of 
course, [ am more than sorry. I just cannot express how deeply I 
feel that anything that I have done could reflect adversely upon this 
committee. 

I feel that the work of this committee is the most important 
thing in my life. What I did was in furtherance, I thought, of the 
work of the committee, but let me read you somewhat chronologi- 
cally what happened. 

Let me explain first that about, I think, Thursday, Friday, Sat- 
urday, and Sunday I spent wor king, talking to people who might 
know around town what was going on with respect to w iretapping of 
telephones, tapes on members” phones, and this general investigative 
activity which seemed calculated to go into the past of all of the 
members of the staff and of the committee to find anything that 
could be capitalized on. 
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I was intensely pursuing this particular objective. I had reason 
to believe that Mr. Moulder’s telephone was tapped. 

Mr. Hare. Mr. Moulder’s? 

Mr. Suwackuerre. That Mr. Moulder’s telephone was tapped. This 
is a letter dated today to Mr. Harris: 


At about 10:30 p.m. Sunday, July 6, 1958, I received information from Jack 
Anderson, who is employed by columnist Drew Pearson, that he had received 
a tip that a firm of public relations people were coming to Washington to dis- 
cuss strategy with their employer, Mr. Bernard Goldfine. 

Mr. Anderson stated his informant gave him other information from which 
he believed it possible that this public relations firm might know the identity 
of the individuals who were investigating the subcommittee members. He 
stated his belief that a “vicious war of terror’—I quote him—‘was being 
waged to intimidate subcommittee members and discredit the work of the sub- 
committee.” 

Mr. Anderson stated that he was registered in room 806 at the Sheraton-Carlton, 
which was adjacent to the suite occupied by the public relations group; that he 
could hear their conversation quite clearly ; and some of their statements, though 
cryptic, appeared to verify his earlier information. 

He suggested that I join him in order that the information might be available 
to the subcommittee. I did so at about 11 p.m., taking with me a hi-fi tape 
recorder with a microphone attachment. I placed the microphone on the floor in 
Mr. Anderson’s room opposite a locked connecting door leading into the suite 
occupied by the public relations firm. There was no trespass at any time into 
the suite. The microphone was not put through the door into the other room or 
even under the door. 

This procedure is in my opinion entirely legal and simply provides a record of 
what is heard through the door. 

After my arrival nothing was said of sufficient import to warrant recording. I 
have not recorded a single word of any conversation between members or groups 
of the Goldfine party. I have not recorded any conversations at any time at the 
Sheraton-Carlton Hotel. 

At about 12 midnight one of the individuals in the adjoining suite fished the 
microphone from room 806, where I was with Mr. Anderson, under the door and 
into the suite with a clotheshanger. This microphone was in Jack Anderson’s 
room on the floor. 

There was a connecting door with about three-quarters of an inch clearance, 
These people reached through with a clotheshanger, hooked the microphone out. 

Members of the press were present in the suite and witnessed this procedure, 
Mr. Anderson and I subsequently explained to the press the situation as I have 
described herein. I then told the press, and I repeat it here, I was acting on 
ny Own authority without consultation or discussion with any subcommittee 
member or member of the staff. I accepted full and sole responsibility for this 
incident. 

The chairman had directed me to investigate persistent rumors that members’ 
telephones were being tapped and it was pursuant to this general directive that 1 
acted. I was deeply concerned that the subcommittee had been attacked in this 
method. I was overzealous and did not stop to think of the harm that might be 
done to the work of the subcommittee through my actions. I am sorry. 

My resignation is submitted herewith to be effective at your discretion. 

The Cuatrman. Mr. Shacklette, you have not been assigned to any 
of the investigation in connection with the Boston probe, have you? 

Mr. Suackterre. With the exception, sir, of going down to the 
Carlton at Mr. Lishman’s instructions in connection with the alleged 
Hagerty incident down there where he supposedly had dinner with 
Goldfine. 

I was requested by Mr, Lishman to investigate that alleged incident. 

Phe CuatrMan. That was a short time before the hearings started ? 

When Mr. Goldfine was down ? 

Mr. Suacktettr. I believe so. 

The Cuarrman. That was in connection with the reports that Mr. 
Goldfine had registered at the Carlton Hotel under an assumed name? 
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Mr. SuHackterre. Yes. I looked into that at that time. Also, I 
believe I was looking after that—I am not sure about that, but I 
know when I got there the manager had both matters on his desk 
and I went into both matters, Mr. McGarry, but mainly it was to 
develop this incident that Mr. Hagerty allegedly had had luncheon 
or dinner with Mr. Goldfine and in Mr. Goldfine’s suite from which 
he had some disorder because of the food and somebody, being either 
Mr. Goldfine or Mr. Hagerty, had said something to the chef or to 
the maitre d’hote or to one of the captains or somebody regarding 
this matter, that they had poisoned Mr. Hagerty. 

The Cuairman. You recall Mr. Lishman asked you to go down 
there to confirm or find out 4 

Mr. Suackterre. To attempt to determine whether there was any 
supporting information with regard to that; yes, sir, which I was 
unable to do. 

The Cuairman. And that was the only assignment that you had in 
connection with the Goldfine investigation at all? 

Mr. SuHackterte. After Mr. Schwartz’ departure; yes, sir. 

The CuarrmMan. Have you been to Boston on anything in connec- 
tion with Mr. Goldfine / 

Mr. Suwackuerre. No, sir. 1 had tickets purchased to go, and that 
was at the time, that very Monday—I don’t know whether it was the 
day that Mr. Schwartz was disc charged or whether it was the day that 
he had his hearing, but anyway, it was impossible for me to go because 
of that particular hi ippening, so we did not go. 

Mr. Berger and myself had tickets to go, and, of course, prior to 
that time we had had information about “Mr. Goldfine which was in 
the records of the subcommittee as far as I know. 

The CuarrmMan. During the time of the lc is, the 
Boston channel 5 investigation got started—and then the East Boston 
Co. and the Boston Port Co. and the Goldfine mills, you were assigned 
to other duties ? 

Mr. Suacktetrre. That’s right, sir. 

The CHarrman. That was in connection with Pittsburgh ? 

Mr. Swack.ertre. Pittsburgh and Indianapolis cases; yes, sir. 

The Cuarrman. You have been wor king on those cases while all 
this investigation has been underway 4 

Mr. SuHackietre. Yes, sir. 

The CuarrmMan. Did any member of the subcommittee know of your 
going down to the C arlton Hotel with Jack Anderson and getting 
into this investigation ? 

Mr. SHacktetre. No, sir. 

The Cuarrman. Do you have any reason why you, on your own, 
decided to go into this and with Mr. Anderson 

Mr. Suackterre. I was pursuing this business of the subcommit- 
tee members being under investigation and possibly having their 
wires tapped, and it was, I think, not much of a stretch of the im- 
agination that if such a business was going on that Mr. Goldfine, more 
particularly maybe Mr. Robb, hada hand in it. 

Mr. Firynt. Who? 

Mr. Suacktetre. Roger Robb. 

The Cuamman. You talked to me and other members of the com- 
mittee last Tuesday or Wednesday. 

Mr. Suacktetre. That’s right. 
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The Cuatrman. Regarding the reports that certain of the mem- 
bers of the committee had their telephones tapped. 

Mr. Suackuerre. Yes, sir. About that time I had received numer- 
ous tips from people around town that investigations were going on, 

The Cuamman. And you had instructions to see what you could 
find out about that. 

Mr. Suackterre. I was instructed by you to see what I could find 
out about that, sir, and it’s not clear in my mind at present just at 
what point I veered over into this other, but it seemed to me—I mean 
I saw no logical disconnection at the time because it never occurred 
to me that I was going further than you desired; I mean not as to 
procedure, but as to particular techniques. 

The Cuamman. You knew the policy and procedure of the com- 
mittee with reference to using any kind of recording machine with 
reference to what happened when the recording of Mr. Mack took 
place. 

Mr. Suackterre. That’s right, sir, and at that time I didn’t re- 
fuse, but I did not comply with instructions from Mr. Schwartz that 
we carry out the same procedure down in Miami at that time. At 
that time I realized fully the repercussions from that coming out 
would more than offset the advantage to be gained. 

The CuarrmMan. Why would you use it now in this instance know- 
ing what the procedure of the committee was and the policy had been 
stated ? 

Mr. Suackterte. I was just like a dog when it smells a rabbit with 
its nose, I guess, and it seemed like such a perfect set-up. I was 
stupid. I was stupid. 

The Cuarrman. Did Mr. Anderson call you in on it, or did you get 
him in on it? 

Mr. Suackietre. No, sir. He was the person who had the tip on 
this, who arranged for that. 

The CHatrman. And he was the one that went down and got the 
room ¢ 

Mr. Suackuerre. Yes, sir. 

Mr. O'Hara. Was it registered in his name? 

Mr. Suackwetre. No, sir. It was registered in the name of Elliott 
Brooks, which is a name he adopted. 

Mr. Hate. A purely fictitious name ? 

Mr. SuHackierte. Yes, sir. 

The Cuatrman. Did you know that he was down there ? 

Mr. Suackterte. I knew he was around; yes, sir. 

Mr. O’Hara. How did you know he was in room 806? 

Mr. Suacxuerre. I went by the hotel to pick up some information 
from a contact there at the desk and I was given the message. 

Mr. O’Hara. Message from whom ? 

Mr. SHacktetre. Message from Mr. Anderson. 

Mr. O’Hara. The machine was your microphone? 

Mr. Suackuerre. I borrowed it from a friend, sir. It’s a hi-fi tape 
recorder which is ordinarily used in homes just to play music, 

Mr. O’Hara. Did you take your machine up and set it up yourself? 

Mr. Suackierre. There is hardly any sitting up, sir, Yes, I took 
it into 806 and took the top off of it and plugged 1 in the jack and ran 
the mike over to the door and put it on the floor beside the door. 
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Mr. O’Hara. Whose idea was it to use the recording machine— 
yours or Mr. Anderson’s ? 

" Mr. Suackterte. I can’t say as to that, sir. 

Mr. O’Hara. Had he asked you to bring such a machine down, 
or had you suggested you would, or did he know that you were going 
to bring one down ? 

Mr. Suackxzerre. He knew I wa oing to bring it down; yes, sir. 

Mr. O’Hara. Then he asked you to — it down 7 

Mr. SuHack.erte. I’m not sure whether he asked it or whether I sug- 
gested it, or whether he said to bring a recorder, but anyway, I know 
I had firmly in mind that I was going to bring a recorder down there 
so that we could record the information. 

Mr. Hare. Was it your personal machine? 

Mr. Suacktetre. No, sir; I borrowed it from a friend. 

Mr. Bennerr. Mr. Shacklette, why didn’t you discuss this idea of 
going down to make this recording with Mr. Harris before making 
a decision, which you must realize was quite a departure from the 
committee policy ? 

Mr. Suackuerte. Yes, sir. I just didn’t want to involve anybody 
else. ‘There was a risk attached to it and I knew that and I accepted 
the risk. 

Mr. Bennett. Did you not know or were you not aware of the fact 
that whatever information you had gotten, regardless of how con- 
fidential it might have been, would have been available to a person 
not associated or employed by the committee ? 

Mr. Suackettre. Well, I’m sure it was understood between us that 
this was first and foremost committee property. 

Mr. O’Hara. Well, he would use any information you got on the 
recording machine. 

Mr. Suacktette. I asked him not to, sir. 

Mr. O’Hara. What was he there for then ? 

Mr. Suackuette. Well, he set the thing up and he just saw an 
opportunity to do a little better by it than he could himself. 

Mr. O’Hara. Were you being paid anything by Drew Person or 
Jack Anderson ? 

Mr. Suacktette. No, sir. 

Mr. Hate. When you say that you got no conversation, you mean— 
I forget how you phrased it 

Mr. Suacktette. I recorded nothing, sir. 

Mr. Hare. You mean that the mike didn’t catch anything that was 
to be taken, or you mean that the conversation was inconsequential ? 

Mr. Suacktetre. Inconsequential, sir. 

Mr. O’Hara. But it was hooked up and did record whatever 

Mr. Suackerte. It did not record, sir. 

Mr. O’Hara. Well, it was hooked up with the machine. 

Mr. Suackierre. It was hooked up with the machine; yes, sir. We 
did not record it. 

Mr. Hare. You mean mechanically it didn’t function ? 

Mr. Suackterre. No, sir; it was functioning. It was turned on. 
All you had to do was, if you had a conversation which sounded as 
though it was pertinent to our inquiry, was press a button and the 
machine starts. 

Mr. Harte. What you did was you listened and you could hear 
through the walls— 
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SHACKLETTE. We could hear through the wall and we could 


also hear through the machine. You can monitor it, sir. 

Mr. Haze. You listened to the conversation and you were going to 
have the machine record it if you heard something that you ‘thought 
was worth recording, but you didn’t hear anything that was worth 
recording ¢ 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Suackierre. That’s right sir. 

Hae. So you never pressed the button—— 

SHackierre. And the tape never recorded. 

Harr. And the tape never recorded ¢ 

SHacktetre. That’s right. 

Hae. So that you got a clean tape ? 

SHACKLETTE. Absolutely. 

Moss. Where is the tape / 

SHACKLETTE. It’s on the machine, sir. It’s at home, my home. 


I think that—well, nothing could be proved that way because I could 
have substituted. However, that tape, I believe, by looking at it you 
can. tell that it has never been played. In other words, the first time 
you run a tape it isa little sticky. 
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use ¢ 
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Bennett. Were you in the room all the time that the machine 
here ? 

Suackiette. Yes. I brought it in and I took it out. 
Bennett. Were you in there all the while the machine was in 


SHAcKLeETTE. Yes,sir. Mr. Anderson had been listening at the 


door and you could hear through the door just as well as you could 


with 


the machine. The machine served no purpose except if you 


wanted to record something in order to prove it later in case there 
was any dispute, that you could do so, because the conservations were 


entire 
Mr. 
Mr. 


ly—— 
Bennetr. What time of day did you bring the machine in? 
Suackietrr. Well, that machine had been brought into the 


hotel early in the day, sir. 


Mr. 
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hotel 


tered, 
Mr. 


Bennett. Early on Saturday or Sunday? Today is Monday. 
Suackterre. I think I brought it in Saturday 

Bennetr. Did Mr. Anderson register in the hotel on Saturday? 
Swacxierre. No, sir: I don’t believe he was registered in the 
then. At least he wasn’t registered in 806. If he was regis- 
I don’t know where he was registered. 

Bennett. Did you bring the machine down before you knew 


that Mr. Anderson had a room in the hotel ? 


Mr. 
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man, 
room. 
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night. 


SHACKLETTE. Yes, sir. 

Bennetr. What were you going to do? 

Suackterre. If I could get an adjacent room to Miss Paper- 
[ was going to listen to the conversation in Miss Paperman’s 


Bennett. Conversations between her and Mr. Goldfine ? 
SHACKLETTE. Yes, sir. 
Bennett. When did Anderson get his room ? 
Swackierre. It was sometime on Sunday night, 
Bennett. Last night? 
SuackietTe. Yes, sir. These people only arrived Sunday 
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Mr. Bennett. Did you spend the night at the hotel ¢ 

Mr. SHACKLETTE. No, sir; I didn’t. 

Mr. Bennerr. You didn’t have a room there yourself ? 

Mr. Suacktette. I had a room but I didn’t spend the night. 

Mr. Bennerr. Who found out where they were registered, where 
this group was registered, next to 8064 W ‘tho found that out? 

Mr. Suackuerre. I don’t know. Mr. Anderson had that infor- 
mation. 

The Cuarrman. When did they register in that room next to it? 

Mr. SHackterte. I believe they registered in there around 9 o’clock 
or something like that. 

The Cuarrman. Yesterday or last night / 

Mr. SHAcKLerte. Sunday night. 

The Cuamman. When did Anderson register in 806, do you know ? 

Mr. SuHaAck.etre. No, sir. 

Mr. O'Hara. It was after they had registered. 

Mr. Suackierre. When he actually got in the room I don’t know. 
I was out of the building and I came back and about 10:30 I received 
a message that he was in there. 

Mr. Hatz. What was the period that you were in the room? What 
hour ¢ 

Mr. Suacktetre. I would say roughly I arrived about 11 o’clock. 
About 11 o’clock I arrived there, to the best of my knowledge, and 
it seems to me that it must have been about 45 minutes before all this 
occurred. 

Mr. Hate. Forty-five minutes before they hooked the mike? 

Mr. Suackierre. Yes, sir. 

Mr. Fiynr. What time was that? 

Mr. Suacktertre. It was roughly around midnight, I believe. 

Mr. Hauer. And after they hooked the mike in the other room they 
opened the door and got in touch with you? 

Mr. Suack.etre. They started banging on the door and making 
quite a fuss and I thought a few minutes as to whether it was pos- 
sible to climb out the window, and it was up on the eighth floor and 
the adjoining window was much too far to reach and there wasn’t 
anything be low, so IL fin Lally decided to open the door, and otherwise 
I guess we would be down there yet with the hall full of newspaper 
people all clamoring. 

Mr. O'Hara. You did let them in the door?’ The management 
finally came up and opened the door ¢ 

Mr. Suackuerre. I thought the management had better be there 
first ; yes. 

Mr. O’Hara. Then you had a latch on the door, a chain latch. 

Mr. Suackterre. That’s the only way that you secure those doors, 
sir. 

Mr. Hare. Did the vy kee »p the mike ? 

Mr. Suackerre. Yes, sir; as far as I know they have the mike. 

Mr. Moss. You said you thought the management better be there. 
Did you call the management to come up there ¢ 

Mr. Suacktette. No, sir. I know they had called the manage- 
ment. 

Mr. O’Hara. The news item says they finally called the police. 
Did the police come up there ? 
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Mr. Suacxierte. I saw two policemen walk down the hall later 
just by chance and I asked the assistant manager what they were 
there for and he said that Mr. Robb had called them, but they didn’t 
talktous. They never came into the room. 

Mr. O’Hara. Where did you think, by your using this machine, 
that you were going to get some information that had anything to 
do with the alleged wiretapping of the committee ? 

Mr. Suackzerte. I thought that it was this true, and I still think 
so, that this group had something to do with the hiring, that this 
was the intermediary between Robb and the people who have been 
checking on the committee members and possibly tapping their phones, 

Mr. O’Hara. Nobody ever reported to me any wiretapping of my 
phone. If it has been tapped, I don’t know it. You say you had 
reason to believe Mr. Moulder’s phone had been tapped. Did you 
actually see the tap on it? 

Mr. Suacktette. No, sir. It’s almost impossible to do that, sir, 

Mr. O’Hara. How do you claim that it was tapped then? 

Mr. Suackuerre. I don’t claim that it was, sir. I don’t say that 
it was tapped. I say that I ran into sufficient information over in 
Arlington County over there to make me feel that that was going on. 

Mr. Hate. Are you talking about the home phone at his house or 
office phone ? 

Mr. Suackuette. Telephone at his home, sir. 

The Carman. When did you run into this information? 

Mr. Suackterrte. I ran into the information, sir, about—I should 
think I first began to get this constant stream of this stuff about 2 
days before I talked to you, and I had tried a couple of times to come 
see you and with one thing and another you were pretty busy and 
I was working downtown on that consulting at that time, but, Mr. 
O’Hara, I was told that the only Republican whose phone was tapped 
was Mr. Bennett, and I never even went close to Mr. Bennett’s home. 
I don’t know where he lives at the present time to do anything of 
that nature. 

Mr. O’Hara. Was this supposed to be the house phones of certain 
of the members? 

Mr. SHackuetrre. House phones, home phones, sir; yes, sir. 

The three general ways of tapping, so that you can get a telephone 
tapped, is to get the results of a telephone conversation—there are 
four ways—one is to put a device on the telephone itself, unscrew the 
cap and put a little device in there, and then this is picked up on a 
line someplace else and it works if you are in an apartment building 
or something like that. 

Now, the safest way to do a telephone tap is to locate the pairs. 
Every telephone exists in several different places. I mean, you have 
a number in your home. There may be six or eight different places, 
some of them as much as a mile away, where that same number can 
be serviced. If you disconnected and you didn’t want that number 
any more they could give it to somebody at those points. These are 
called multiple appearances or pairs. 

This meer can be tapped from those pairs. In order to get the 





information as to where these pairs appear, where the multiple ap- 
pearances actually are, you have to go to the telephone company. Ordi- 
narily—well, this is done in two ways. 
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If you have an official investigation then you can go officially to the 
telephone company to get your information like the FBI.  That’s 
fine. Most people around town—and this place is flooded with sort 
of an underworld of investigators and pseudoinvestigators—they have 
contact in the telephone company and they pay for a list of these 
multiple appearances. 

What you have to do then is go around and check each one of these. 
So what anybody in town would do, and if he is in the investigative 
business, is to again go to the telephone company and get some tap 
in this line that you know to go around and check for these appear- 
ances. 

Now, if you want simply to stop the tapping, that’s easy. You 
make a complaint to the telephone company that you think your tele- 
phone is being tapped and they will make sure it is not, but if what 
you want to do is to atte mpt to find out, this has to be done very care- 
fully and surreptitiously. 

Mr. O’Hara. Did you do anything with the telephone company ? 

Mr. Suackterre. No, sir. I had made some preliminary checks 
with the investigators here who had contact with the telephone com- 
pany and I received information that a No. 1 wire-tapper, a fellow 
named Bone, was down here in that Virginia area working on a 
case very secret, superduper case, and he was down here for about 
6 weeks, and he customarily works for a guy named Frank Bielaski— 
I have forgotten how to—— 

The Cuarrman. Is that Frank Bielaski ? 

Mr. SHacktetre. Frank Bielaski, B-i-e-l-a-s-k-i, and Frank Bie- 
laski is the man I believe who handled the investigation of Dr. 
Schwartz. 

Mr. Bennett. Who gave the information that Mr. Moulder’s phone 
was being tapped ? 

Mr. Suackietre. That’s what I understood this Bone was working 
on over there. This was again through contacts. I don’t have any 
direct information. The man had gone back to New York, so there is 
no way to prove it. 

Mr. Bennerr. Who does Bone work for ? 

Mr. Suacktertre. He works for this fellow Bielaski in New York. 

Mr. Bennetr. Who does Bielaski work for? 

Mr. SuHacktettre. He works for himself. He is an elderly man, but 
comfortably well off. He is about 70 years old, I understand. And 
he does investigations for firms like Dewey. 

Mr. Bennett. Law firms, you mean ¢ 

Mr. SuHackterre. Yes, sir. And when it gets down to wiretapping 
and that sort of thing, they kind of farm it out. They don’t want to 
touch that and they et somebody else to do it for them. 

Mr. BENNETT. Whom do you suspect would be wanting to tap 
committee members’ phones? 

Mr. Suacktette. I couldn’t think of anybody, sir, except Mr. Gold- 
fine, who w ould want to start a backfire and make a fuss and commo- 
tion. It’s ironic that I provided him exactly with what he was look- 
ing for, and for this I say again how sorry I am. 

fr. Bennerr. When did you first get the information that phones 
were tapped ? 

Mr. Suackterre. I think it was—it might be, sir, I talked to you— 
I think it was a couple days ahead of that. 
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The CuHarrman. Wednesday afternoon was the first time you men- 
tioned it to me right here in this room, and then a little later in that 
afternoon Mr. Moss and Mr. Williams and I were here and you talked 
to us about it then. 

Mr. SuHacketre. Yes, sir. 

The Cuatrman. Mr. Robb is saying this afternoon that they have 
information that these rooms of theirs have been bugged for more 
than a week. 

Mr. Suackterre. When you say bugged, sir, ordinarily you mean 
that a transistor was in there. 

That is not true so far as I know anything about, and I am sure 
Mr. Anderson had nothing of that kind. 

The Cuamrman. What about the listening devices you had in this 
instance with the Hi-Fi. Has that been used more than a week down 
there ? 

Mr. SuHackerre. No, sir; no, sir. 

The CuatmrmMan. Did they not come here a week ago Sunday ? 

Mr. Goldfine started testifying on Tuesday. 

Mr. Moss. Monday night they had their conference and reported 
with the television. They had a late evening news conference. 

The CHairman. Do you know if this device or any similar device 
or any kind of recording device had been used prior to this time on 
Sunday night ? 

Mr. SuHackterre. Yes, sir; it was used once prior to this time. 

The Cuarrman. Did you use it? 

Mr. Suackterte. I was there, sir; yes, sir. ‘There was a gang of 
us. There was noconversation of any moment whatever. 

Mr. O’Hara. Whose room was bugged ¢ 

Mr. Suackierre. What I object to about the use of the word “bug,” 
technically a bug is when you actually put a mike in a man’s room, 

Mr. O'Hara. Ido not want to be technic ally 1 incorrect. 

Mr. Suackterre. I won't insist but one is legal and the other it 
seems to me is illegal. 

The Cuarrman. What do you call the technical name for it? Not 
what you used. 

Mr. Suacktette. It’s such a simple thing it is almost never done. 
I wouldn't call it bugging the room. ‘There is no mike in there. We 
are simply using it to record. 

The CuarrmMan. Recording conversations in the next room? 

Mr. Suackierre. Recording conversations and the only thing that 
is wrong is that the man doesn’t know that he is being recorded. 
However, if I were a court stenographer and took down everything 
that was said, there, it is because I could hear it without the mike. 

The CHarrmMan. You know of only one other time this was done? 

Mr. SHackuerte. Yes, sir. 

The CuHarrman. When was that ? 

Mr. Suackterre. There is only one other time that this machine— 
I don’t remember the exact date, but I can find out for you, sir. 

Mr. Bennett. Last week ? 

Mr. Suackwerre. It was one night and it was adjacent—it was 
again the room ending in 6. I believe it was the night that Goldfine 
arrived in with the family. 

The Caarrman. Arrived in town with the family ? 
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Mr. SHACKLETTE. Yes, sir. 

The CuarrMan. That was Sunday night. 

Mr. Suacktertre. And there was nothing but chitchat in the family. 

The CHatrMANn. Well, were you in the room ? 

Mr. SuHackterte. I was in the room, sir. 

The CuHairMAN. Whose room was it ? 

Mr. SuHacktetrre. Mr. Anderson had registered. 

The Cuamrman. Mr. Anderson had registered in this room ? 

Mr. SuHackterre. Had registered in that room; yes, sir. This was 
the first time I got involved in this thing. 

Mr. Bennett. You mean after Goldfine had registered ? 

Mr. Suackterre. I think he was in there before they had regis- 
tered, before Goldfine’s family came in the hotel, because he didn’t 
know that the children were all going into the suite. 

Mr. Bennerr. He knew that they had been assigned these rooms? 

Mr. Suackcierre. That’s right, sir. 

Mr. O’Hara. And this previous time Anderson was there with you? 

Mr. SHackterre. Yes, sir. The first time, sir. I was brought in 
only after the thing had all been completely set up and he got that 
set up there because he thought that that was where Mr. Goldfine 
would discuss his problems. 

Mr. Bennetrr. This was before he had information about wire- 
tapping ¢ 

Mr. SHACKLETTE. Yes, sir. 

Mr. Bennett. So you were looking for something else then ? 

Mr. Suackrerrr. Except for this general thing, sir, in my mind 
that Goldfine was responsible for this monkeyshine. I am not sure 
when they started that information. It seems to me it was earlier. 

The Cuarrman. That was before Mr. Goldfine testified, though ? 

Mr. Suackrierre. When I talked to you was W ednesday and I 
would say it was about 2 days before that at least that I had this 
information. I’m not sure of the date. 

The CuHatrMan. He came in here Sunday night. 

Mr. SuHackiette. Yes, sir. 

The CuarrMan. And it was that night? 

Mr. Suackuerre. Later. This group of public-relations people 
moved in there. We had heard all along that a public-relations group 
was masterminding these investigative people and agencies around. 

Mr. O’Hara. Did you go in Miss Paperman’s room and go through 
any documents or things in her room? 

Mr. Suackerre. No, sir. 

Mr. O’Hara. Do you know whether Jack Anderson had? 

Mr. SHackietre. He may have, sir. I wasn’t there by any means. 

Mr. O’Hara. He had quite friendly relationships with the hotel 
there; does he not ? 

M1. Suacktetre. I think it’s obvious. However, it is possible that 
you can find out a lot simply by—you can sit in a lobby and see a 
family go up and tell where they are going, add in this particular 

case, I mean there always were people trailing into their room. That 

was pretty easy to determine, even if you didn’t have any contact. 

Mr. Bennerr. Did Mr. Anderson have more than one room re- 
served? In other words, did he have a room reserved next to Miss 
Paperman as well as Mr. Goldfine ? 
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Mr. SuHacktertre. No, sir. I tried to get a room next to: Miss 
Paperman, but it was impossible. 

Mh. Bennerr. Do you know where her room was? 

Mr. SHACKLETTE. Yes, sir. 

Mr. Bennerr. Were either you or Mr, Anderson at any time in 
any of the Goldfine suites or suite reserved by them ? 

Mr. SHACKLETrTE. I was not, sir. 

Mr. Bennetr. Was he? 

Mr. Suackterrte. I don’t know, sir. 

Mr. Bennerr. Did you ask him or did he say ? 

Mr. SuHackervre. No, sir. 

Mr. Bennerr. You seem doubtful about it. Do you think he was 
or was not? 

Mr. Suackterre. You are asking my personal opinion 4 

Mr. Bennett. Yes. 

Mr. Suackterre. I think he did, yes, sir. I have nothing to base 
it on except just my opinion. 

Mr. Hate. You think he did what? 

Mr. Suackterre. I think he probably got into—I do not know 
about Miss Paperman’s, but Mr. Goldfine’s suite. I’m not sure. I 
have nothing to base that on. 

Mr. O’Hara. Did he tell you that he did! 

Mr. SuHacktette. No, sir, I don’t think that he did. He had no 
information on it. 

Mr. Bennett. Did he show you any papers that were procured by 
him ? 

Mr. Suackterre. That is something else now. Before all this 
business he didn’t show me any papers, but he told me that Gold- 
fine had subcommittee documents which to Mr. Anderson obviously 
was a leak. I don’t know that it could be something he received 
properly. I don’t know. I didn’t see them. 

I don’t know what the papers were, but I do know what Mr. Ander- 
son told me, that he had seen documents that he believed Goldfine 
had procured from the subcommittee. 

Mr. Bennett. What kind of papers? 

Mr. SHackuerre. I don’t know—documents, or memoranda, or 
something of that sort. 

Mr. Bennetr. Pardon ? 

Mr. SHackuerre. I would assume memoranda. I don’t know. I 
haven’t seen them. 

Mr. Bennett. Did Anderson have them ? 

Mr. Suackierre. No, sir. I don’t know that he had them. He told 
me that Mr. Goldfine had these. 

Mr. Moss. When did this occur? 

Mr. Suackterre. This must have been a week of—I’m a little 

vague on this. This was just a casual statement. 

Mr. Moss. Was this before Goldfine came to Washington ? 

Mr. SuHackterre. Yes, sir. 

The Cuatrman. Mr. Shacklette, this all started on § Sunday night a 
week ago and you had a hi-fi and you were up in Mr. Anderson’s 
room and you tried to take some recordings or find out what you could 
hear at that time? 

Mr. Suacktette. That’s right, and that was the same system, sir; 
simply at the door. 
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The Cuairman. This all happened before you ever heard about 
tapping of the telephones / 

Mr. Suackterre. No, sir. I’m sure that I had heard, started to 
hear rumors about that some time ago. 

The Cuarrman. Why did you not tell me, or Mr. Moss, or Mr. Wil- 
liams when we were talking about this thing last Wednesday that 
such had occurred ¢ 

Mr. SHAcCKLETTrE. It seems to me for about 2 days, sir, I was trying 
to get in touch with you and it was stated you were not avs ailable and 
I just came over and you weren’t here and I went out and did some- 
thing and came bac ‘+k, but it is certainly true that at the first time it 
wasn’t as clear in my mind that that was what I was after. 

Mr. Bennert. Mr. Shacklette, you did not say anything to Mr. 
Moss or Mr. Harris or Mr. Williams about your previous use of the 
hi-fi with Mr. Anderson when you were discussing this. 

Were you a little ashamed of it or what? 

Mr. Suackerre. Well, I’m ashamed of the whole business. Abso- 
lutely. Iam deeply ashamed. 

Mr. O'Hara. Mr. Shacklette, with your knowing the attitude of the 
committee as a whole and of the individuals in opposition to any 
attempt of this kind, I cannot understand how you could even attempt 
to justify doing what you did. 

Mr. Suackterre. I can’t understand it, either. 

Mr. O’Hara. I think every member of the committee feels very 
strongly about it. 

Mr. Suackuierre. And I feel strongly about it, too. 

I was just carried away here. I was just—I don’t know. I don’t 
know. You have heard of people in a football match running out 
from the stands and joining in the melee even though they are not a 
member of the team, and I think that is probably what I did in this 
particular case. 

The CuatrmMan. The integrity of the committee is certainly in- 
volved here. 

Mr. Suackwette. It is, sir. 

The CuarrMan. It is one of the most amazing disclosures I think 
has come to my attention. 

Mr. Bennerv. I think probably even more important than the use 
of the so-c alled recorder is the charge made by Miss Paperman that 
someone entered her room while she was away over the weekend and 
went through her papers. It seems to me in fairness to yourself and 
in fairness to the committee, if you know anything at all about it, I 
think you should tell us because certainly not only you and Mr, Ander- 
son, but the members of the committee are under a cloud of suspicion 
as to what actually did occur. 

Do you know anything more about that than you told us? 

Mr. Suacktette. No, sir. 

Mr. Moss. You had absolutely nothing to do with any attempt to get 
into any room and look through any papers of any person? 

Mr. SHackuetre. That’s right. 

Mr. Bennett. If anions else did you are not aware of it, except 
you feel that Mr. Anderson did ? 

Mr. SHACKLETTE. Knowing his general attitude, I think it would 
'be almost a foregone cone lusion that he would try something like that. 
He seemed to be successful at it. 
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Mr. Moss. Is that not very risky ? 

Mr. Suacktette. No, sir. Risky in the sense of the effect of dis. 
closure, but the chances of disclosure are very slim on something like 
that. 

Mr. Moss. When was this supposed to have occurred ? 

Mr. Bennett. Over the weekend, I assume. 

The Cuartrman. I have the release that is on the wire. This is 
bulletin 67, Washington (AP)— 

Bernard Goldfine charged today that the hotel room of his secretary has been 
burglarized. This came on top of the discovery of the microphone placed in the 
position to eavesdrop on conversations of the aids. 

The date is 7-7. 

The second bulletin is 68 : 

Washington. Jack Lotto, publie relations man newly hired by Goldfine, said 
that bank records, correspondence, lists, and documents had been taken from the 
room his secretary, Miss Mildred Paperman, occupied. He said a report had 
been made to police. Lotto said, ‘We feel this burglary is a continuation of the 
Gestapo tactics being employed against Mr. Goldfine and his associates.” 

Lotto said the missing papers were to have been used by Goldfine in his appear- 
ance tomorrow before the House Committee investigating relations between the 
Boston industrialist and White House aid Sherman Adams. 7-7. 

Mr. Bennetr. Do you know whether Mr. Anderson had pass keys 
to any of these rooms in the hotel ? 

Mr. Suacktetrte. No, I don’t know that, sir. 

Mr. Bennett. Did he make any contacts with bellhops or other 
employees at the hotel while you were there that you know of? 

Mr. Suackuerre. Not in my presence, sir. He has a contact down 
there, I am sure, but he would keep him pretty much covered, I’m sure. 

Mr. Bennetr. You do not know who it is? 

Mr. Suackierre. No, sir. 

Mr. Bennett. Did he discuss with you the possibility or the advan- 
tage of getting some of this information in Goldfine’s room while he 
was away ¢ 

Mr. Suackietre. Of getting it while he was out? You mean docu- 
ments and such like ? 

Mr. Bennett. Yes. 

Mr. Suackerte. No, sir. I don’t believe that he took any docu- 
ment out of any rooms. This is almost, it seems to me, fantastic. 
For one reason, it is perfectly obvious that you would be found out 
if you took a document out. He might go in and read something that 
was exposed on a desk. 

Mr. Bennerr. You said you thought he probably did that. You 
meant he went there and read some of those documents? 

Mr. Suacktetre. I think he probably went in and browsed; I mean 
looked around. 

Mr. O'Hara. Did he have any photostatic equipment there or equip- 
ment ? 

Mr. Suacktette. No, sir. 

Mr. O’Hara. Or any copy—what do they call these things we have? 

Mr. Moss. Recordax. 

Mr. Suacktette. No, sir. 

Mr. Bennett. Did the hotel have one? 

Mr. Suackietre. Well—— 

The Cuarmman. Thermofax, I believe they are. 
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Mr. O’Hara. It would be pretty easy with one of these little ones 
like we have in our office to make copies. 

Mr. Moss. I thought they were very heavy. 

Mr. Fiynt. Where were you and Mr. Anderson when that fishhook 
came through the door ? 

Mr. Suackterre. Well, sir, I was tired and I had been working all 
that time. This was later at night and Anderson was lying down on 
the floor ready to press the gadget if they should say anything of 
interest and I was on the bed half asleep or three quarters asleen. 
That’s why it happened, obviously. 

Mr. Fiynv. Did he see the fishhook come in ¢ 

Mr. Suackierre. Actually you couldn’t see the fishhook, but he 
heard the commotion, so that if he had been on his toes everything 
would have been all right. 

The CHairMAN. Was it a fishhook ? 

Mr. Suacxietre. They call it fishing? They used a coathanger 
and stuck it under the door and make a circular motion like that 
[demonstrating |. 

The Cuarrman. And he could not do that. 

Mr. Suackietre. No, sir, because there was a closed door at this 
particular point, closed door. The front door is—— 

Mr. Hare. You mean there were two doors between you and the 
room ¢ 

Mr. Suackiette. Yes, sir. 

Here’s the hallway [demonstrating]. Here is the room to the suite 
where these people are. They have, I think, a whole series of rooms 
here. Here is the door to 806 and her re is a connecting door between 
in here. I don’t know what is on this side, but here is a connecting 
door between this thing. Here is the bath. It goes like this. Here 
is another door here. And then here is a room and two beds here. 
This door was closed. 

Mr. Hartz. Which room were you in ? 

Mr. Suackuerre. I was right here, sir, and Mr. Anderson was right 
here, and a hifi was on the floor like that and the wire came over here 
and went. under this door and the mike was right there. 

Mr. Moss. Out in the hall ¢ 

Mr. Suackuetre. No, sir; the hall is here. 

The CuHarrMAn. You mean he could hear them way back over there? 

Mr. Suackette. No, sir. This was being monitored. 

Mr. Bennett. He was listening on e¢ irphones ? 

Mr. SuHacketre. No, sir. You could listen on the microphone, but 
this was—— 

Mr. Hate. Is this all one room ? 

Mr. SuHackiette. Yes, sir; this is all one room. You could stand 
over there and listen through this door equally as well as you could sit 
here and listen to what the mike picked up here. 

As a matter of fact, you could get it a little better over here, but you 
had no chance to record. 

The Cuatrman. In other words, he could sit there at that machine 
and hear what the mike picks up there ? 

Mr. Suackuette. That’s right. The reason this was over here is 
that this recorder, not being for this type of thing, but really a hifi 
music player, makes noise when you press the controller and there 
is a definite click which might be heard, so we closed this door. 
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The Cuairman. That door was closed, then ? 

Mr. Suacktetre. This door was closed. 

The CuatrrmMan. When did you discover the mike was gone? 

Mr. Suackuerre. Well, when they hooked it, sir, this whole thing 
started to go and just in a little bit Jack realized that something was 
up and hollered and I scrambled up off here and ran out here and 
grabbed what was left of the line 

Mr. O’Hara. They got some of the line when they hooked it? 

Mr. SuHackuette. Yes. 

Mr. Hate. Did they break the line? 

Mr. Suackterre. Brokeit. I broke it. 

The Cuatrman. He already told you it was gone ? 

Mr. SuHackierte. I went over here and broke the thing. The 
mike—that much wire went out this way and we got the rest of the 
wire back. 

The Cuarrman. How big is that mike? 

Mr. Suackietre. About like a half dollar, sir, and maybe a little 
bigger and has a rim on it, maybe a little less than a half-inch thick, 
It was like a fat watch. 

The Cuatrman. Like a fat watch. 

Mr. Suackterre. One of those old-fashioned watches, a big old- 
fashioned railroad watch. 

The Cuarman. Is there plenty of room under those doors to drag 
a thing like that? 

Mr. Suackuietre. There was under this door and that was our 
downfall there. I had forgotten one of my early precepts which I 
received in my early training in this, which was always to secure 
the mike. I neglected to do that. In other words, I should have 
hooked that mike into the carpet. The mike has a little hook on the 
back of it. 

Mr. Bennett. Who took the recording device itself after this 
incident ? 

Mr. Suacktette. I took it out. 

Mr. Bennert. Did anybody ask you for it? 

Mr. Suackterre. No, sir. 

Mr. Bennerr. And you had it in your possession ever since ? 

Mr. Swacktette. I still have it, sir. 

Mr. Bennetrr. What about the use of the device the week before? 
Who had it then? 

Mr. SHack.etre. I beg your pardon ? 

Mr. Bennett. Who had the device the week before ? 

Mr. SuHacktette. [ had it, sir. 

Mr. Bennett. Did youstay all night? 

Mr. Smackuerre. I don’t think—I don’t believe I ever stayed all 
night. 

Mr. Bennett. The week before you were adjoining Goldfine’s room, 
he and the family ¢ 

Mr. SuHackierrs. Yes. 206, it was. The same situation on the 
second floor, just the same setup, only this time instead of having his 
boys back here, Goldfine and his family were situated back here. 
However, he spent all of his time up on the eighth floor with Miss 
Paperman. 

Mr. Bennett. Oh, he went up there? 
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Mr. SHacktetre. That’s right. 

Mr. Bennetr. So the conversations you were getting were Mrs, 
Goldfine and her family ? 

Mr. SHACKLETTE. Yes, sir. 

Mr. Bennett. Had that adjacent room been engaged by Mr. 
Anderson ? 

Mr. SHACKLETTE. Yes, sir. 

Mr. Bennetr. And what time did you go up there? 

Mr. SuHackiette. Oh, I don’t know. Let’s see, now. I was told 
about this and I arrived at the hotel when the Goldfine family was 
checking in downstairs. I waited about a half hour after they had 
gone, and then went up, after they had gone upstairs and checked into 
their room. 

Mr. Bennett. Did you take the machine with you? Did you have 
it? 

Mr. SuHackietre. Yes, sir; I believe I had it with me then. 

Mr. O’Hara. When did you bring it back to the hotel again? 

Mr. Bennett. Let’s find this out first. What I was trying to find 
out wasthis: What happened to the recording of that ? 

Mr. SHackiette. There wasn’t any recording, sir. 

Mr. Bennett. Oh, you did not record it ? 

Mr. Suacktetre. No, sir. There was nothing worth recording. 
As I said in my statement, sir, we have never recorded anything. 
Nothing was put on tape at any time. 

Mr. Bennetr. You just monitored the conversation ? 

Mr. Suacktetre. That’s right, and it was all a waste of time. 

Mr. Bennetr. When you found out that Mr. Goldfine was up on 
the eighth floor, did you make an effort to get up there? 

Mr. SHackuerre. Well, not for that purpose, sir. Yes, I took 
it up on the eighth floor, but it was for the purpose of observing who 
was going in on consultations. 

Mr. Bennett. Is this a week ago Sunday you are talking about? 

Mr. SuHacktette. This was later in the week. 

Mr. Bennett. Did you stay there all night ? 

Mr. SHAcktette. No, sir. 

Mr. Bennetr. Was the room you had engaged in your own name? 

Mr. SuHackietre. No; I used another name. 

Mr. Bennett. Do you remember what name you used ? 

Mr. SHACKLETTE. Sure. 

Mr. Bennett. Do you want to tell us? 

Mr. Suacktette. George Bryan. 

Mr. Bennett. How far were you from Miss Paperman ? 

Mr. Suackuetre. Across the hall, sir. 

Mr. Bennett. You did not use your recording ? 

Mr. Suacktetre. No,sir; sat in the room. 

The CHatrman. When was it? 

Mr. Suacktette. I can get the hotel bill, sir, and pin it down for 
you exactly, but it was—well, I had it Sunday night. I mean I had 
it last night. I had the room. I was hopping all over that place 
trying to get some place where I could get close to these people. 

Mr. Bennetr. Did Miss Paperman have the same room adjacent 
to the one you rented all the while you were here last week? 

32090—59—pt. 11——13 
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Mr. SuHacxterre. No, sir. Yes, she kept the same room all the 


time so far as I know. 


Mr. Bennett. Did she keep that room over the past weekend when 


she went up to Boston ? 
Mr. SHACKLETTE. Yes, sir. 


Mr. Bennett. Your room was right across from there ? 


Mr. SHACKLETTE. Yes, sir. 


Mr. Bennett. Did you have the room engaged all last week ? 
Mr. SuHackcerre. No, sir. I went out and came—after that first— 
there were only three incidents so far as I know, three rooms. 


206, 


in and out on the same night, I believe. 806, which is this last in- 
cident and we were only in there for a period of a couple of hours. 


Mr. Bennerr. What number was Miss Paperman’s 


room ¢ 


Mr. Suackietre. She was over here in 842, next to her in 844, 


which is a member of the party, and I don’t remember 


which one it 


was. Down here is a permanent suite. Admiral somebody or other, 
I have forgotten 
She was entirely 


works for Sun Oil Co., had a permanent suite there. 
who was here, but, anyway, this was all closed in. 
protected. I could not do anything. 

Mr. Bennetr. So you were across the hall ? 


Mr. Suackuietre. Now, if I had wanted to bug the room I could 


have bugged the room, but I wasn’t putting a mike in the room. 


could have used the carrier system here, which is a 


a switch in back of some furniture, if there is such a thing. 


We 


very simple sys- 
tem, and I was on the same circuit over here, which would have— 
you take a little gadget and you go in here and we go in Miss Paper- 
man’s room and the easiest way to do is to stick it in a light socket or 


There 


is no wires on this thing at all. It is just a little device » that plugs in. 


Then you would attach a device into your plug in your room. 


What 


you are doing and why you call it a carrier system is the electric 
lighting wires carry the voice from here all through the system over 
ve been worked, 


to here. This is a very simple system and could ha 
but I say I did nothing. 
Mr. Moss. What is this, like a broadcasting station ? 


Mr. Suackterre. Not broadcasting. It lasts about 8 to 10 days 
and it is about as big as a couple of cigarette boxes and you hide that 
some place in the room and you are down the hall some place, but 
it won’t work ups sti urs and down, partic ularly with concrete floors. 


So Miss Paperman’s room was not bugged. 
Mr. Hare. Did Anderson have that room all week ¢ 
Mr. Suackcerre. He wasn’t in this room at all. 
Mr. Bennerr. Did you pay for it, or did he? 
Mr. Suackterre. I paid for it. 
The Cuamman. Did you pay for it yourself ? 
Mr. SHackterre. Yes, sir. 
The Cuairman. Out of your own money ? 
Mr. Suacktierte. That’s right, sir. 


Mr. Bennerr. Did either you or Mr. Anderson intercept any calls 
of Mr. Goldfine when Goldfine called a party while you were there? 


Mr. Suackierre. What do you mean by intercept ? 

Mr. Bennerr. I mean get in on their line. 

Mr. Suackterre. You mean tap a telephone line? 
were no telephone taps at all. 


No, sir. 


There 
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Mr. Bennett. I do not necessarily mean a tap, but I mean get in 
through the operator down there. 

Mr. Suacktetre. That is another thing, sir. 

Mr. Bennerr. What about that? Did you cut in on a conversa- 
tion ¢ ; 

Mr. SHack.erre. We didn’t get to cut in on a conversation, I have 
a record of some telephone calls. 

Mr. Harte. You mean what was said ? 

Mr. Suackterre. No; telephone numbers, local telephone numbers 
called. 

The Cuairman. Where did you get that ? 

Mr. Suackuietrre. Through my confidential informant, sir. 

Mr. Bennerr. You were not able to listen ? 

Mr. Suacxuerre. This was not any listening thing. This was 
simply taken from oper ators’ slips. . ‘ 

Mr. Hare. You know that in the course of, we will say, the first 
day of July he — o Adams so and so, or Federal so and so, 
and Executive so and s 

Mr. SUACKLETTE. as } 

Mr. Bennerr. I think that might be perfectly pertinent and proper 
information for the committee to have. 

Mr. Suackxierre. What 1 was trying to obtain was perfectly proper 
information. 

Mr. Bennett. Is your confidential informant an operator over 
there ? 

Mr. Suackierre. No, sir; but I believe one of the operators is a 
confidential informant, but I don’t know who she is. 1 haven’t the 
faintest idea. When I was checking with people in the investigative 
business, they had information that this fellow Bone was in contact 
with some body else. 

Mr. Hae. This fellow ? 

Mr. Suackierre. Bone, B-o-n-e, sir. And this is all hearsay, that 
he had a contact, and these people were guessing. These people that 
are investigators are great ones when they get a job for trying to 
find out who really is employing them and so on, and very often they 
put these things together, but, anyway, my information was simply 
this: that this investigator down here in Virginia was reporting to 
somebody in the Statler—Miss Paperman was the chief maneuverer 
here for the Goldfine entourage over here in the Carlton—was calling 
almost every 15 minutes to a guy named Williamson in suite 400 
within the Carlton. 

The CuarrnmMan. In the Carlton ? 

Mr. Suackuerre. In the Statler. 

The Cuarrman. Who is Williamson ? 

Mr. Suackwierre. I don’t know, sir. I understand he is an em- 
ployee of Goldfine. They have eve ry body over here in these suites. 
They had all of their attorneys up on the eight h floor. None of their 
suites or phones or anything were bugged or anything. They had— 
what was his name—Cohen, a guy named, an Irishman, Kelleher, 
and Sears, and one of Goldfine’s sons, in a series on the eigh : floor, 
821, 822—I have forgotten—but anyway, 820, 822, 824, I thin 

If Goldfine puts everybody up here and Miss P ‘aperman goes denen 
the hall, and the same here, and he has this suite downstairs. why 
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would he move one man over to the Statler, except to get greater | 


mobility and sort of a control point away from this other hotel? 


These are a constant flow of calls and I just jumped to a hunch that | 
this guy had something to do with some monkeyshine over in | 


Arlington. 

Of course, this was all in the very beginning of investigative stage, 
A lot of work would have to be done to develop it. 

The Cuarrman. Again, Mr. Shacklette, in view of the fact that 

ou were not assigned to this case and you did not participate in this 
investigation throughout the whole time of the investigation, except 
that one instance when you were sent to get certain information, why 
would you take it upon yourself to do all this from the time that 
Goldfine hit here? 

Mr. Suackrerre. I just thought it was pursuant to my purpose 
of trying to find out what the Goldfines were up to in their counter- 
attack against the committee and the staff. 

The canner: Why did you not tell me or some other member 
of the committee what you were doing ? 

Mr. Suackuerre. It was all hearsay and I don’t have anything 
definite. 

Mr. Hae. You did not have any substantial evidence that there 
was what you call a counterattack ? 

Mr. Suackterte. No, sir; I have no substantial evidence, except, 
well, I have the names of about eight of Mr. Harris’ people that were 
contacted about him. I know Mr. Harris knows that, but I got that 
from another source entirely, not from Mr. Harris. 

Mr. Harr. Contacted by whom ? 

Mr. SHackiette. Well, there was a man named Litchfield. Then 
there was a fellow named Carl Shipley. Litchfield and Shipley are 
supposed to be in the National Press Building, but I haven’t had a 
chance to get into it. 

The CuarrMan. Litchfield and who? 

Mr. Suacktette. Car] Shipley. 

The Cuarrman. Are they the ones that contacted some of my con- 
stituents ? 

Mr. Suacktetre. I understand they have; yes, sir. Of course, I 
haven’t talked to any of your people. This simply comes to me from— 
I tell you this whole investigative work in Washington, and it is full 
of them, it is just absolutely jumping with this business. 

Before my downfall entirely, just to find out what’s going on, I 
asked a friend of mine to check very informally with the telephone 
company on certain people, a few of them down here that do work. 
For example, a man named Bob Mayhew. Bob Mayhew is a former 
FBI man who work for this Frank Bielaski in New York. 

The Cuatrman. Who is Bob Mayhew? 

Mr. Suacktetre. Bob Mayhew is an investigator here in town who 
has quite an elaborate setup and he was at one time, and I think still 
is, the contact for Frank Bielaski in New York, the Bob Mayhew 
here, so I thought I would get a list of his telephone calls, but do it 
quietly. 

The Cuatrman. Is Bob Mayhew involved in this in any way that you 
know of ? 

Mr. Suack.ette. No, sir; all I know is that he works for Bielaski. 
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Mr. Moss. You mean he works for him, or works for him occa- 
sionally ¢ 

Mr. Occasionally. This is all on a—you can call it 

Mr. Fiynt. Correspondence? 

Mr. SHACKLETTE. Yes. 

Mr. Hate. You say Bielaski is an investigator ? 

Mr. Suacktette. Yes, sir. My information is that Mayhew works 
for Bielaski. Mayhew was the one who did that railroad thing. 
Maybe the name is familiar to you, sir? 

The Cuatrman. The railroad thing ? 

Mr. SHackuerre. He did something on the proxies on that big rail- 
road squabble. 

The CuarrmMan. New York Central ? 

Mr. Suacktetre. Yes, sir. I think that’s it. I understand he is a 
Republican. 

To tie in with this group Mayhew was over in the Small Business 
Administration and he set up an organization over there, one he pat- 
terned exactly after the one he had in GSA, but it was a much smaller 
operation, until that Administrator over there that was an alcoholic 
got tossed out. You remember that. f 

Then Mayhew went with him and after that he became an investi- 
gator here in town. 

The point I am getting at is that instead of going directly to the 
telephone company with a subpena for these I asked a friend of mine 
who works occasionally for the telephone company and who has con- 
tacts in that office there if he could get a copy of these lists for me. 

He said he could. He went by there and he said, “They’re gone.” 
He said, “Maybe your committee has them.” 

I said, “Maybe they have. I don’t know.” 

Mr. Moss. Of course. I started getting rumors; I mean people 
asking me, primarily the press, about 10 days ago, if we had any 
rumors about being investigated, about having the telephones tapped. 

The Cuarrman. I heard it for the first time last Saturday a week 
ago, about some telephone calls to my home direct. 

Mr. Moss. I heesd rumors that that always happens in Washington 
whenever you do anything, so I just took it as being a matter of 
course. 

Mr. Suacktette. The first thing I heard about this business was 
not directed at the committee members. It was directed at the staff. 
And I heard, and I was queried by people, as much as 3 weeks ago 
on Mr. Angland. 

Of course, Mr. Lishman, they have always been asking questions 
about off and on. 

Mr. Bennetr. Who do you mean by “they” ? 

Mr. Suacktetre. Well, I suppose mostly, sir, by “they” at that 
point I mean newspaper people on the Hill. They are always trying 
to whip something up. Ever since Lishman was appointed they 
have been fussing around. That’s normal. It’s nothing. I don’t 
know anything in derogation of Mr. Lishman to this day and I 
always assumed that they couldn’t find anything so I didn’t pay 
much attention to it. 

I think the next thing that had come to my attention—of course, 
there was the Schwartz incident—I mean the investigation of 
Schwartz, which he may have attributed to members of the subcom- 
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mittee for all I know, but my information is it was handled by Mr, 
Bielaski in New York, and I have always assumed, though I didn’t 
have any facilities for checking it, that either one of the networks or 
Mr. Dewey’ s law firm, because this first started about the time that 
Schwartz went up and talked to the firm up there about Dewey— 
when I say “investigate,” I don’t 

Mr. Hater. Hold on a minute. Go slower. Mr. Schwartz went up 
there and talked to whom ? 

Mr. Suacktiette. To Dewey. 

Mr. Hare. You mean Thomas Dewey, the ex-Governor ? 

Mr. Suacktrtte. Yes, sir. 

Mr. Hare. What did he talk to him about ? 

Mr. Snackuetrre. I talked to him first. It was about some CAB 
case. Then Schwartz went up. 

This is when Schwartz thought he had a real big deal on, $100,000, 

Mr. Hate. You mean the fee of the Eastern Airlines ? 

Mr. Suackwetrre. Mexican line, I think. I’m not sure. It is a 
long time ago. Anyway, they were not investigating Schwartz in 
the sense not to find something bad about him, but investigating him 
in the sense of running down his background as to who he was and 
so on. It was a formal investigation as distinguished from a type 
that Mr. Harris was undergoing, which I don’t call stric ‘tly informal 
investigating, but it is sort of a nasty one, to contrive and to get hold 
of people that they think have any information to discredit Mr. 
Harris and get them to say something and take that and play that 
one on somebody else and get a story together, which is a different 
type. 

Anyway, Bielaski had done the investigation on Schwartz and the 
way I know about that is that an investigator in Cambridge, Mass., 
who was asked to check ont something there, was also asked to do 
something down at Yale where allegedly he had done something or 
other, and he ran out some lady down here and there was another 
correspondent-investivator at Yale in New Haven that was on the 





same thing and the two ran into each other, and it makes one of those 
things that you hear about and these were both corresponding back to 
Bielaski. That’sthe only way I knew about that. 


Mr. Benner. Did you, either you or Mr. Anderson, get any thing 
that would be helpful in getting the truth out of Goldfine ? 

Mr. Su \ckLErre. I couldn’t pin Mr. Anderson down on these cryp- 
tic remarks, and it is possible that he was simply embellishing in order 
to interest me. He had overheard before I got in there with the mike 
the public relations people putting together a list of Governors that 
had received gifts from Goldfine and there was a discussion. That’s 
why he wante .d the mike. 

[ had forgotten this particular point. If he only had that recorded, 
he said we would have something, because it was a lengthy discussion 
on all of the Governors, a list of the Governors that had received 
gifts, and then they went through and they took them out and they 
ended up with three Democratic Governors, and then there was a dis- 
cussion, “Well, let’s throw at least one Republican on there so it won't 
look too one-sided,” so then they talked themselves out of that, that, 
after all, this was a Democratic-controlled committee, so let them have 
it, so they ended up with Soapy Williams, Meyner of New Jersey, and 
the Pennsylvania guy, Leader. 
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Mr. Hater. I thought all 48 Governors got bolts of rr 

Mr. Suackterre. This may be something else. I don’t know, sir. 
Maybe they were just reh: ashing, but that was what Jack told me. 

Mr. Moss. Did you hear this? 

Mr. Suackterte. No, sir; Anderson told me, and he was there. I 
heard absolutely nothing. 

Mr. O'Hara. That was why these public relations people were 
going to get out these press re leases, giving the names of at least some 
of the Governors who received gifts. 

Mr. Bennerr. Letters of acknowledgment. That’s what the press 


said. 
Mr. Moss. It 2 ive not read anything in the paper about it yet. 
Mr. Benne Ac lams testified and I think Goldfine also testified 


that they sent ‘this vicuna cloth to every Governor following the con- 
ference here some years ago. This was a letter of acknowledgment, 
of thanks from the Governors, that he was talking about, as you read 
it. 

The CHarrman. What was the statement with reference to some 
offer to the Governors and Foster Furcolo came out with the state- 
ment that the reason the Governors did not get it was because he 
couldn’t attend the conference. Was that later? 

Mr. O'Hara. I didn’t know. 

Mr. Srnackuerre. I am not sure whether this came from Anderson 
at this time or some other time, whether it was on this conversation, 
but he had picked up so mething either the first time in 206 or the 
second time in S06. It must have heen 806 because ] am sure we 


picked up — in 206 at all. But this was not recorded and this 
was before I came here, om thing about Goldfine having some letter 
in his aasceill which indicated that the President, eas a coat 
r cloth, but even if it were, [ assume it is Improperly « scribed. 


Mr. Bennett. How long have you and Mr. Anderson been working 
on this thing tog ‘ther ? 

Mr. SHackuetre. Since he called me on this 206 deal. This was 
Sunday night, a week ago. 

Mr. Bennerr. A week ago this past Sunday? 

Mr. Suackurrre. Yes. sir: the Goldfine family arrived in town— 
because Mr. Anderson and I have been personal friends for, oh, maybe 
going on 15 years 

Mr. Bennerr. But you had not done work jointly on th: s<¢ prior 
to that ? 

Mr. Snacktetrer. No, sir; and I will state unequivocally under oath 
that at no time have I ever given any information to Drew Pearson 
or to Jack Anderson except on the instructions of my superiors. 

Mr. O'Hara. Whom do you call your super iors ? 

Mr. SuHackiettre. People I was working for in the executive branch 
at the time or the people I was working for on the Hill. 


Mr. Bennett. I am just anxious to find out if as a result of this you 
had any information at all that you got from Ande rson that would be 
helpful. 


Mr. Suackietre. No, sir; I haven’t had time to talk to him and get 
anything that he got, if he got anything. If he did get anything, I 
am sure he would give it to me, but I haven’t had much opportunity. 
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The Carman. I have a letter which came to me this morning ad- 
dressed to me as chairman, in which it states: 


Dear Mr. Harris: Last night, as you know, Baron Shacklette, an investigator 
on the staff of your subcommittee, and Jack Anderson, an associate of Drew 
Pearson, were caught in the act of tape recording confidential conversations 
taking place in the room of Mr. Jack Lotto at the Carlton Hotel. Mr. Lotto 
is and was a press representative of my client, Mr. Bernard Goldfine. I was aq 
participant in the conversations upon which Shacklette and Anderson conspired, 
Details of this eavesdropping and recording operation have no doubt come to 
your attention through the press. As you know, also, Mr. Goldfine has appeared 
before your subcommittee as a voluntary witness and he is scheduled to resume 
his testimony Tuesday, July 8. Before he returns to the witness stand, how. 
ever, I think he has a right to know the answers to the following questions: 

1. Has Mr. Shacklette or any other member of your staff listened to or re 
corded confidential conversations between me and my client, Mr. Goldfine? 

2. Have transcripts of such recordings or the substance of such conversations 
been made available to your counsel! for his use in questioning Mr. Goldfine? 

8. Has confidential information from the files of your subcommittee respecting 
the personal and business affairs of Mr. Goldfine been furnished to Drew Pearson 
for his use in writing articles hostile to Mr. Goldfine? 

In view of the demonstrated conduct of Shacklette a simple statement from 
him will not answer these questions to our satisfaction. They should be answered 
in testimony under oath from all those having knowledge of the facts, and 
the witnesses should be subject to cross-examination. 

Very truly yours, 
Rocer Ross. 

Are you willing to go under oath and answer these questions, Mr, 
Shacklette ? 

Mr. SuHacktette. I think so, sir; yes, sir. 

The CuHarrMaAn. Do you think we should? 

Mr. Moss. Whether he wants to go under oath or not is pretty 
much up to him. 

Mr. Bennett. Would you have given the same answers to all the 
questions that have been asked you had you been under oath? 

Mr. SuHack.ette. Yes, sir. 

Mr. Bennett. Without modification ? 

Mr. SHACKLETTE. Yes, sir. 

Mr. Benner. Would’ you prefer to be under oath? 

Mr. SuHackiette. Well, I do not think anyone prefers to be under 
oath. I mean you are alws ays subject to slight variances. I don’t 
imagine I could give you each one of those answers in exactly the 
same way right now. 

Mr. Bennett. I did not mean that. I meant the substance. 

Mr. SHacktetre. In substance, yes. 

Mr. Hae. Was Mr. Robb in this room, as far as you know, when 
you overheard these conversations ? 

Mr. SHaAck etre. Just toward the end of the conversation, sir, 
because when Mr. Robb entered the room, it was almost at that time 
that the disclosure took place. 

In other words, I think when he came in there he had some in- 
formation. 

Mr. Hate. You think that Robb came into the room toward the 
end of the period when you were monitoring ? 

Mr. SHACKLETTE. Yes, sir. 

Mr. Harr. And that he was there when they took the mike with 
coat hanger? 

Mr. SHacktette. Yes, sir. 

Mr. Hare. And you saw Mr. Robb? 
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Mr. SuHacktette. Yes, sir. Yes, sir; he came to the door and he 
pointed at me and he said, “You’re caught; you’re caught.” 

The Cuairman. In order that I could answer that letter properly, 
do you object to going under oath and answering these questions 
you have been asked? 

Mr. SHacktetre. No, sir. 

Mr. Bennett. Counsel is asking that he be put under oath. 

The CuarrmMan. That is what I said. 

Mr. Suack.etre. Who else does he intend to put under oath? 

The CuarrmMan. Well, he is asking that—— 

Mr. Suackterre. If he asks for any member of the committee or 
staff, I would assume that not being content with my sworn testimony, 
he would want everybody sworn “and asked whether they had any 
recording or had any information. 

The CHarrman. Of course, all you can answer is just what you 
know about it. 

Mr. Suackterre. All I can answer is just what I know about it. 
All I am questioning, sir, is what he is asking; whether he is pin- 
pointing me or asking for more than myself to be put under oath. 

The Cuarrman— 

In view of the demonstrated conduct of Shacklette, a simple statement from 
him will not answer these questions to our satisfaction. They should be 
answered in testimony under oath from all those having knowledge of the facts 
aud witnesses should be subject to cross-examination. 

Mr. Suackterte. I think one of the facts that he wants to establish 
is that no member of the committee or staff, or Mr. Lishman, had— 
and he particularly mentions Mr. Lishman—had access to the ma- 
terial. My question is: Do you interpret that to mean that he wants 
everybody put under oath and questioned about it, and, secondly— 
maybe I am just exercising my curiosity here—is it customary ‘for 
the counsel in a case like this to cross-examine? It would be an 
interesting thing. 

The Cuarmman. No; we do not permit it—the cross-examination 
by counsel appearing with & witness before the committee. 

Mr. O'Hara. Mr. Shacklette, do you know where the Mack diary 
is? 

Mr. SuHackterre. Yes, sir. 

Mr. O'Hara. Where is it / 

Mr. Suackretre. Well, I say I know, but I am not sure. The 
original Mack diary is, I believe, in the Department of Justice. 

Mr. O'Hara. You don’t have it 2 

Mr. Suackterre. There is a copy of the Mack diary on my desk; yes, 
sir. It has been there; it is there. I might 

Mr. O'Hara. A photostatic copy ? 

Mr. Suacxtette. Yes, sir. No copies have been made, to my 
knowledge, although Mr. Angland made a film, I believe, of the 
Mack diary. But I haven’t seen it; I just heard about it. 

Mr. O'Hara. Do you know- 

Mr. Moss. What is the form de your copy ? 

Mr. Suacktetre. Photostats. 

Mr. O’Hara. There are supposed to be two files, an analysis of the 
Mack diary, which are missing. Do you know anything about those ? 

Mr. Suacxierre. No, sir. “I would suggest a “complete search of 
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the premises over there before any side issues like that are brought up, 
sir. It seems to me to be absolutely ridiculous. 

Mr. Bennetr. Mr. Chairman, I think this: In fairness to the 
committee and also in fairness to Mr. Shacklette, I think he should, 
under oath, tell us about the situation in respect to this hotel incident 
because there is a cloud over him, and not only over him but, as an 
employee of the committee, over the committee in respect to what was 
done by him and Mr. Anderson down there. 

I think as a matter of fairness to us and to him he should be willing 
to answer those questions under oath. 

Mr. Suackuerre. Well, sir, I feel that the one incident that they are 

talking about is sufficient to answer to, particularly those questions 
that he asks. 

Mr. Bennetr. I am concerned myself, as I said earlier, about the 
rumors that cert in information was taken from the Goldfine room, 
the secretary’s room, one of his employees, over the past weekend when 
you and Mr. Anderson were there. 

The committee has no jurisdiction over Mr. Anderson, but you are 
up to now employed by the committee and in a sense the committee has 
some responsibility for what you do. 

I think as to those questions, Mr. Chairman, I believe he should be 
under oath, as to the other, it is immaterial to me. 

Mr. Suackierre. I would be happy to stand up under oath and an- 
swer those questions he has in the letter, sir. 

Would you read them again ? 

The CuHamman. They are already in the record. There is no need 
to repeat them. 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 


TESTIMONY OF BARON I. SHACKLETTE, CHIEF INVESTIGATOR, 
SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 


Mr. Suacxtette. I do, sir. 
The CHatrMAN, State your name. 

Mr. Suackvetre. Baron I. Shacklette. 

The Cuaiman. How long have you been investigator for the com- 
mittee ? 

Mr. SHackterte. I have been chief investigator for the committee 
since June, I believe, 1957. 

The CirarrMan. June 1957? 

Mr. Suackterre. I think so, sir. 

The Cuatrman. As such, were you assigned to Boston to investi- 

gate channel 5 or any of the operations of the East Boston Co., the 
Boston Port Development Co., or in connection with any matter of 
Goldfine’s dealings with the Federal Trade Commission ? 

Mr. Suacxxerre. No, sir; ; except that when Dr. Schwartz was the 
chief counsel, I was at that time assigned to go to Boston and that was 
one of the things that I would cover there. 

The CHarrman. That was in February of this year, was it not? 

Mr. SwHackietre. That was the day or the next day that he was 
terminated with the committee, whatever day that is, and in addition, 
Mr. Lishman asked me to go down to the Carlton Hotel, and to the 





best 
jssut 
abou 


alles 
had 
wit! 
reco 
nan 
T 
1 
hav 
\ 


to | 





P; 


he 
nt 


NS 


REGULATORY COMMISSIONS AND AGENCIES 4987 


best of my recollection there were two issues, although one of those 
issues might have developed after I got down there. I am not sure 
about that. 

But 1 am definitely positive that he asked me to go to check out an 
allegation that Mr. Jim Hagerty, the press secretary to the President, 
had had lunch at the Carlton with Mr. Goldfine, and in connection 
with that, I went and talked to, I think, two people, looked at some 
records, and made a few checks around town trying to find a guy 
named Holderson. 

The Cuairman. That wasonly about 10 days ago? 

Mr. Suackurtre. Yes, sir; 10 days or 2 weeks, maybe. 

The Cuamman. And that was the only single instance that you 
have been assigned to investigate any phase of the Boston situs ition 2 

Mr. SHACKLETTE. Yes, sir. 

The Cuarrman. At the time the other investigators were assigned 
to Boston and investigated that, is it not true that you were assigned 
to other cases ? 

Mr. SuHackzetre. Yes, sir; Pittsburgh and Indianapolis. 

The CuHairMaAn. Pittsburgh Television- 

Mr. SuHackwierre. Channel 4 at Pittsburgh, and I think it is 13 in 
Indianapolis. 

The CHamman. Comparative television cases before the Federal 
Communications ¢ aa | 

Mr. Suackierte. Yes, si 

The CHainman. You are ne with the reports that occurred 
over the night at the Carlton Hotel ? 

Mr. SHACKLETYE. Yes, sir. 

The CuairMan. Were you present at the Carlton Hotel ? 

Mr. SHackierre. Sunday night: yes, sir. 

The CHARMAN. That was last night ? 

Mr. SuHackietre. Yes, sir 

The Cuairman. Will you describe what took place there 

Mr. Suackierre. At about 10:30—can I read this into the record, 
read the whole thing ? 

The CnHairman. All righ 

Mr. Bennerr. Why not et put it in the record ? 

Mr. Suackierre. At about 10:30 p.m., Sunday, July 6, 1958, I 
received information from Jack Anderson, who is en \plo yed by col- 
umnist Drew Pearson, that he had received a tip that a firm of public 
relations peo] le were comin ig to Weanmgton to discuss strategy with 
their employer Mr. Bx deat Goldfine. 

Mr. Anders on stated | is informant gave him other information 
from which he belie ved it possible that this public relations firm might 
know the idaatite of the individuals who were investigating sub- 
commit “e members. He stated his belief that a vicious “war of ter- 
ror” was being waged to intimidate subcommittee members and to 
discredit the work of the subcommittee. 

Mr. Anderson stated that he was neers in room 806 at the 
Sheraton-Carlton which was adjacent to the suite occupied by the 
public-relations group, that he could hear their conversation quite 
clearly, and some of their statements, though cryptic, appeared to 
verify his earlier information. 

He suggested that I join him in order that the information might 
be available to the subcommittee. I did so, at about 11 p.m., taking 


? 
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with me a hi-fi tape recorder with a microphone attachment. I placed 


connecting door leading into the suite occupied by the public-relations 
firm. There was no trespass at any time into the suite, the microphone | 


was not put through the door into the other room, or even under the | 


door. 

This procedure is, in my opinion, entirely legal and simply provides 
a record of what is heard through the door. “After my arrival noth. 
ing was said of sufficient import to warrant recording. I have not 
recorded a single word of any conversation between members or groups 
of the Goldfine party, and to the best of my knowledge, Mr. Ander. 
son did not either. I have not recorded any conversations at any time 
at the Sheraton-Carlton Hotel. 

At about midnight one of the individuals in the adjoining suite 
“fished” the microphone from room 806, under the door, and into the 
suite, with a clothes hanger. Members of the press were present in 
the suite and witnessed this procedure. Mr, Anderson and I subse. 


the microphone on the floor in Mr. Anderson’s room opposite a locked | 












quently explained to the press the situation as I have described it | 


herein. 

I then told the press, and I repeat it here: I was acting on my own 
authority without consultation of discussion with any subcommittee 
member or member of the staff. I accept full and sole responsibility 
for this incident. 

The Cuairman. Do you want to read the other paragraph ? 


Mr. Suacktetre. I think it extremely important, sir, to reflect at | 


least my feeling in the matter, although it may not be consistent | 


with your thinking. 

The chairman had directed me to investigate persistent rumors that 
members’ telephones were being tapped, and it was pursuant to this 
general directive that I acted. I was deeply concerned that the sub- 
committee has been attacked in this manner. 

That finishes the pertinent part there. 

The Cuarrman. You state there that— 

I was acting on my own authority, without consultation or discussion with 
any member of the subcommittee or members of the staff. 

Did any member of the subcommittee, so far as you know, or mem- 
ber of the staff, have know ledge of this? 

Mr, SHACKLETTE. No, sir. 

The CHarrmMan. You say that you used the same hi-fi recording in- 
strument on Sunday night before? 

Mr. Suackterre. That is right, sir. 

The Cuairman. At the Carlton Hotel? 

Mr. SHackiette. Yes, sir. 

The Cuarrman. That was just after Mr. Goldfine and his family 
had arrived at the Carlton Hotel? 

Mr. SuHackietre. Yes, sir. 

The Cuatrman. Is that the only two times that it has been used? 

Mr. SHackierre. Yes, sir, and at neither time, may I repeat, was 
any conversation recorded, 

The Carman. Have you or, insofar as you know, other members 
of the staff, listened to or ‘recorded confidential conversations between 
Mr. Roger Robb, attorney for Mr. Goldfine, and Mr. Goldfine ? 

Mr. Suackierre. To my knowledge, no, sir. I may add one quali- 
fication, that I think on 1 night—in room 206—that would be the 
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prior Sunday, Mr. Goldfine and Mr. Robb were talking, but I have 
no recollection whatsoever of any conversation pertinent to this. It 
was just a social discussion with the family. 

The Cuairman. Did you listen to or record any confidential con- 
yersation between Mr. Robb and Mr. Goldfine at that time? 

Mr. SHackzetre. I think “No” is a proper answer, sir. 

The Cuarman. Have transcripts of such recordings or the sub- 
stance of such conversations been available to our counsel, the 
subcommittee counsel, Mr. Lishman, for his use in questioning Mr. 
Goldfine insofar as you know ¢ 

Mr. Suacktetre. Absolutely not. 

The CuarrMANn. Has confidential information from the files of 
the subcommittee —- the personal and business affairs of Mr. 
Goldfine been furnished to Drew Pearson for his use in writing 
articles hostile to Mr. Goldfine insofar as you know? 

Mr. SuHack.erre. No, sir. 

Mr. Bennett. Mr. Chairman, I have a question. I would like to 
preface my question by making a brief statement. 

In my opinion, Mr. Goldfine and his employees have been most re- 
luctant, and uncooperative, to furnish information pertinent to this 
investigation to our staff or to our committee. I think that has been 
a deliberate attempt on their part. That is one of the reasons I am so 
personally concerned about the charge by Mr. Goldfine and his secre- 
tary, that one of his employees was disturbed, and papers were taken, 
because I can envision Mr. Goldfine’s return before the committee, 
using as an excuse or possible excuse for failure to locate what the 
committee may regard as pertinent information, the fact that they 
were taken from the Carlton Hotel this past weekend. 

Because of the fact that you are an employee of the committee, and 
the committee has part of the responsibility, and the committee in a 
sense at least is responsible for your activity, I want the record specifi- 
cally toshow, No.1: 

Do you have any knowledge or information of any sort concerning 
Mr. Goldfine’s charge that certain information, papers, and other in- 
formation, was either examined or taken from any of the rooms re- 
served by him or his employees over the past weekend ? 

Mr. Suacketre. Well, sir, we went into quite a discussion on this 
point. I did not take any documents from any room occupied b 
any of the Goldfine party. I have no concrete knowledge that skh 
was done. 

Mr. Bennerr. Do you have any information about it, either hear- 
say or otherwise, either by virtue of your own knowledge or by virtue 
of what someone told you ? 

Mr. SuHackuetre. No, sir. 

Mr. Moss. Could I interpose there a moment ? 

Were you ever in any of these rooms while they were under the 
control of any of the Goldfine party or staff ? 

Mr. SHackietre. No, sir. 

Mr, Bennett. Do you know whether anyone else was? 

Mr. Suacxterre. I do not, sir. 

Mr. Bennett. So you are stating categorically that you know noth- 
ing, either from information you have received from others or from 
your own knowledge, as to the visitation of any of Mr. Goldfine’s 
rooms at the Carlton over the last weekend and whether any of his 
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files and records and papers were examined or whether any were 
taken; is that true? 

Mr. Suackterre. Well, that was a long sta‘ement, sir. I am not 
sure I get the implications of every point, but in general I think that 
is true. 

Mr. Bennerr. Would you want me to make it more specific ? 

_ Mr. Snacxcerre. I think you made it too specific. Iam just hay- 
ing a little trouble keeping up with the specifies. 

Mr. Bennerr. Do you want the reporter to read it ? 

Mr. Suackcerte. No, sir. I think I answered it sufficiently. 

Mr. Bennerr. The purpose of my question is so that we of the com- 
mittee can say that you have stated under oath, so far as you are 
concerned, you neither entered any of these rooms nor took or ex- 
amined any of the papers. 

That is true; is it not ? 

Mr. Suackwerre. Yes, sir. 

Mr. Bennerr. And that moreover, you have no information, and 
no one has given you information, in respect to this incident we dis- 
cussed ? 

Mr. Suackterre. I don’t think that is a proper question, sir, be- 
cause, I mean, you are getting into the area where you are asking me 
whether 

Mr. Bennett. Here is why I am asking, Mr. Chairman, because of 
this. Mr. Shacklette is an employee of the committee. 

You were down at this hotel acting, you say, as an employee of the 
committee. 

I think it is pertinent and proper for me to ask Mr. Shacklette 
about any information that he secured or that came to his knowled 
surrounding this whole incident over this past weekend. That is the 
reason I am asking the question. 

The Cnatrman. Do you personally know of any such ? 

Mr. Suackuertre. I have no information whatsoever upon the charge 
that those rooms were burglarized. 

Mr. Bennert. That isn’t just what I asked. I am glad to have 
that information. 

But do you have any information from any sources whatsoever that 
the files and records of Mr. Goldfine at the Carlton Hotel were ex- 
amined by anyone? 

The Cuamrman. Do you mean, Mr. Bennett, other than the re- 
ported allegation in the press? 

Mr. Bennett. No; I mean just what I said. 

Mr. Suacktette. I am trying to— 

Mr. Bennett. In other words, what I want to know, Mr. Shack- 
lette, and I am perfectly willing to accept your statement that you 
did not enter the rooms or examine or take any of the alleged docu- 
ments—what I am not so sure of from the statements you have made 
here is whether or not you have any information which you have re- 
ceived from any source upon which you could 

Mr. Snackierter. I have no information, sir. 

Mr. Bennett. Or as to whether anyone else entered these rooms or 
secured the information. That is what I am asking. 

Mr. Suackterte. If you are asking me to make a distinction here 
between assumptions on my part and so on 

















vere 
not 


that 


hav- 


om- 
are 
ex- 


and 
dis- 


, be- 


y me 
se of 
f the 
— 
the 
arge 
have 


that 
e ex: 


e re- 


hack- 
[ you 
docu- 
made 
ve re- 


ms or 


) here 


REGULATORY COMMISSIONS AND AGENCIES 4291 


The Cuarrman. No, he is not asking for assumptions. He is ask- 
ing for you to state whether you have such information. 

Mr. Suackterre. I have no information. 

Mr. Bennett. Noone has given you such information ? 

Mr. Suackterte. No, sir. 

The Cuamman. Is there anything further? Mr. Hale? 

Mr. Hare. No questions. 

The Cuarrman. Mr. Williams, you have just arrived. 

Mr. Wititams. Mr. Chairman, I just came in and I have been on the 
road for 3 days. All I know about this is what I have heard on the 
radio. Rather than cover ground that I am sure has already been 
covered before, I have no questions. 

The CHarrMan. Do you have anything else you wish to say, Mr. 
Shacklette ? 

Mr. Suacktetre. I think I have said everything, sir. 

Mr. Moss. Mr. Chairman, I would like to make this observation. I 
think I regret as much as anyone that this ever occurred. But in 
fairness to Mr. Shacklette, I am convinced that he was most impru- 
dent in doing this. I don’t question that he was attempting to gather 
information which he thought would be of benefit to the committee if 
there was, in fact, an effort underway to probe the past and current 
activities of members of the committee and its staff? 

Mr. Bennerr. Pardon? 

Mr. Moss. I say if there was, in fact, any effort underway to probe 
the current and past activities of the committee or any member of its 
staff. I am just expressing my conviction that he acted with a motive 
of aiding and protecting the committee. I think, as I say, it was most 
imprudent. 

The Ciatrman. Well, it is certainly a most unfortunate incident 
and it completely dismayed me. We are right in the midst of a most 
important investigation. 

As I have said heretofore, the integrity of the committee is at stake. 
It puts the committee in an awfully embarrassing situation. 

Mr. Moss. Well, it is twice that we have had the question of possible 
recordings or effort to record to come before us. I think steps should 
be taken to acquaint every member of the staff with the unequivocal 
position of the committee that no such activities are to be tolerated. 

The Citarrman. That, I thought had already been made very clear, 
in that I thought everyone of the staff and otherwise knew just what 
the attitude of the committee was in the recent experience we had. 

As a matter of fact, Mr. Shacklette, had said he did know, and he 
did this on his own and assumed the full responsibility for it, trying 
to get what he thought was pertinent information. It is most un- 
fortunate. 

Does anyone have anything else they want to ask Mr. Shacklette? 

Mr. O'Hara. Mr. Shacklette, I think the record should show that 
at no time did you communicate your activities of a week ago Sunday 
or any of your activities at the Carlton Hotel in the Goldfine matter to 
Mr. Lishman, staff counsel, or any member of the staff, or any member 
of the committee. 

Mr. SHAck.erre. Yes, sir; it was entirely unproductive. As a mat- 
wr of fact, at that time I had made up my mind that that was the end 
of that. 
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Mr. O’Hara. You, of course, could have talked to Mr. Lishman or 
certainly Mr. Harris over the telephone if you had thought there was 
any question about it, and should have, don’t you think 

Mr. Suackuerte. I would hesitate to burden them with that infor- 
mation, sir. I realize there is a risk there, and I was taking it on my- 
self to bear that risk, and I didn’t want to share it with anybody else. 

The Cuatrman. Well, Mr. Shacklette, you can be excused. 

Mr. Suacketre. All right, sir. 

Mr. Wiut1ams. Somebody bring me up to date, or is it too long a 
story ¢ 

Mr. O’Hara. It is a very long story. 

Mr. Moss. You can read a lot of it in the paper. 

The Cuarrman. Do you think we had better call Mr. Lishman over 
here and take a statement from him that he knew nothing about this, 
had no information about it, and received no information from him? 

Mr. O’Hara. I think probably it would be advisable, don’t you? 

Mr. Moss. We have the sworn statement of Shacklette that he didn’t 
give him any. 

The Cuairman. But we don’t have the sworn statement from Jack 
Anderson that he didn’t get it. 

Mr. Fiynt. Mr. Chairman, I thing it would be better to have him 
come over. 

Mr. O’Hara. I think it would be better to have Mr. Lishman come 
over and state for the record the situation. 

The Cuarrman. Very well. I will call him. 

(At this point Mr. Lishman entered the hearing room.) 

The Cuarrman. Mr. Lishman, do you solemnly swear the testimony 
you are about to give to this committee is the truth, the whole truth, 
and nothing but the truth, so help you God ? 


TESTIMONY OF ROBERT W. LISHMAN, CHIEF COUNSEL, 
SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 


Mr. Lisuman. I do. 

The CuarrmMan. Your name is 

Mr. Lisuman. Robert W. Lishman, chief counsel for the House 
Subcommittee on Legislative Oversight. 

The Cuatman. Mr. Lishman, you have been advised as to what 
occurred at the Carlton Hotel last night, at which Mr. Baron Shack- 
lette, an investigator for this subcommittee, and Mr. Jack Anderson, 
an associate of Drew Pearson, were caught in a room at the Carlton 
Hotel with what is referred to as a hi-fi instrument, endeavoring to 
listen and record what was being said in the adjoining room. 

You have seen the letter from Mr. Roger Robb, the attorney for 
Mr. Goldfine, to this committee dated today, July 7, 1958 ? 

Mr. Lisuman. Yes, I have. 

The Carman. It refers to the incident that took place last night? 

Mr. LisHman. That is correct. 

The Cuairman. The letter states that before Mr. Goldfine returns to 
the witness stand, he thinks that he has a right to know the answers 
to the following questions: 

Have Mr. Shacklette or other members of your staff listened to or 
recorded confidential conversations between him, Mr. Robb, and his 
client, Mr. Goldfine ? 








ha’ 
ha 
lon 


| or 
Was 


yer 
us, 
n? 
u? 
n't 


ck 


ne 


ly 
h, 


REGULATORY COMMISSIONS AND AGENCIES 4293 


As chief counsel of the committee—well, first as chief counsel of 
the committee, have you listened to or recorded any such confidential 
conversations ¢ 

Mr. Lisuman. No. 

The CHimman. Do you know whether or not any other member 
of the staff has, other than Mr. Shacklette, to the extent that he 
testified to ? 

Mr. Lisuman. I know of no other member of the staff doing it. I 
have questioned other members of the staff, and they have told me they 
have not done so. They have been instructed under no conditions, 
long ago, never to undertake doing this. 

Mr. Bennerr. Was Mr. Shacklette so instructed ? 

Mr. LisHMAN. This is off the record. 

The CHatRMAN. Well, I think 

Mr. LisHman. I want to explain why they were instructed. 

All right, put it on the record. 

When I first came to this committee, the chairman impressed on 
me the evil of securing any evidence by means of recordings or “bug- 
gings” or anything of that kind, and specifically referred to an inter- 
view that Mr. Wachtel had with former Commissioner Mack. At 
that time, shortly after I had gotten the word from the chairman that 
that would not be permitted, that instruction was circulated around 
among the staff. 

I understand that even before I had done so, members of this com- 
mittee or the chairman had already done that. Subsequently, within 
the last 8 weeks, I would say about 8 weeks ago, in connection with 
obtaining statements from people from all over the country in various 
S ates, I came to the chairman and suggested to him that it might be 
advisable, to save the committee money, “for us to arrange to have con- 
versations with these witnesses regarding a Federal Communications 
matter tape recorded with the consent of the person who was giving 
the testimony. 

Mr. Harris at that time repeated to me again. He said, “Even 
if you get the consent of the person involved, we will not allow it to 
be done.” And I went on that particular occasion to the man on the 
staff who was to gather that information, Mr. Angland, and I told him, 
“We cannot use any recording device, even with the consent of all the 
persons involved.” 

We then worked out an arrangement whereby these witnesses would 
be interviewed on the telephone, and before any questions were asked 
the witness on the other end of the phone would be advised that with 
his consent the phone call would be monitored by a stenographer on 
another line; that if he gave his consent to such monitoring the testi- 
mony thus monitored would be transcribed, sent to the witness for 
verification, and changes, if mistakes had been made, and that the 
same would then be available for use by the subcommittee. 

So from this series of instances, I am clearly convinced that the 
staff knew that use should not be made of recording devices. Fur- 
thermore, I will say this for myself, as a lawyer, if I had ever found 
that any ‘material was obtained by secret recording devices, I would 
not, as counsel, have ventured to ask any questions at all based on 
such material. 
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The Cuarrman. Have transcripts of such recordings or the sub- 
stance of such coversations been made available to you as counsel for 
your use in questioning Mr. Goldfine ¢ 

Mr. Lisuman. No, sir. 

The Cuaman. Has confidential information insofar as you know 
from the files of the subcommittee respecting the personal and business 
affairs of Mr. Goldfine been furnished to Drew Pearson for his use 
in writing articles hostile to Mr. Goldfine ? 

Mr. Lisuman. Not to my knowledge. What happened before I 
came here is another matter. I have made every effort to keep in 
confidence all material in the files of the committee, which has been 
accumulated since 1 arrived there. Prior to my arrival, 1 found that 
certain material in the files had apparently been made available to 
outside correspondents or columnists. 

The Cuarmman. Is there anything further ? 

Mr. Fitynt. No questions. 

Mr. Moss. No questions. 

Mr. Wuu1aMs. No questions. 

Mr. O’Hara. No questions. 

Mr. Bennett. I have no questions. 

The Cuarmman. Mr. Hale? 

Mr. Hate, I have no questions. 

Mr. Lisuman. May I add something else ? 

All the questions I have asked Mr. Goldfine have been based entirely 
on material derived from public records, answers to subpenas served 
by the committee, and straight investigatory work which did not in 
any way involve any wire recordings, or any other than the normal 
methods of investigation. 

The Cuarrman. That is all. 

(Whereupon, at 4:15 p.m. the subcommittee recessed, to reconvene 
at the call of the Chair.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


TUESDAY, JULY 8, 1958 


Hovusk or REPRESENTATIVES, 
SrectaL SuBCOMMITYrEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND ForEIGE COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10:15 a.m. in 
the caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee) presiding. 

Present: Representatives Harris, Williams, Flynt, Moss, O'Hara, 
Hale, and Bennett. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Stuart C. Ross, committee consultant; Francis X. McLaughlin, sub- 
committee atorney; and Herman C. Beasley, subcommittee clerk. 

The CuHairman. The committee will come to order. Let the com- 
mittee come o order now. 

Is Mr. Goldfine present ? 


STATEMENTS OF ROGER ROBB AND WILLIAM A. PORTER, BING- 
HAM, COLLINS, PORTER & KISTLER, ATTORNEYS AT LAW, WASH- 
INGTON, D.C.; AND SAMUEL P. SEARS, ATTORNEY AT LAW, 
BOSTON, MASS. 


Mr. Ross. No, sir; he is not. 

The CuarrmMan. Why is he not, Mr. Robb? 

Mr. Ross. Mr. Chairman, Mr. Goldfine came to Washington last 
Sunday evening for the purpose of conferring with me, Mr. Sears, 
and Mr. Porter all day Monday, going over records which he had in 
an attempt to be of assistance to the committee so far as he was able 
to clear up certain questions which had been raised by the committee, 
and to prepare for his appearance here today. 

On Sunday night and early Monday morning, as the Chair knows, 
a series of events occurred at the Carlton Hotel where Mr. Goldfine 
was staying. It was discovered that the chief investigator of this 
committee, along with Mr. Drew Pearson’s partner, or assistant, or 
associate, Mr. Jack Anderson, were monitoring and recording con- 
versations in the suite of Mr. Goldfine’s assistant. 

As a result of that, Mr. Chairman, Mr. Goldfine was routed from 
his bed. He got no sleep Sunday night, Monday morning, except for 
a few hours, perhaps 2 hours, of fitful rest. 

On Monday, yesterday, Miss Paperman, Mr. Goldfine’s secretary, 
discovered that her room had been rummaged and apparently some 
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of her papers had been taken. These were records which were neces- 
sary to our discussions, so I am told by Miss Paperman. 

Mr. Goldfine is 67 years old. These events which I have briefly 
sketched left Mr. Goldfine, Mr. Chairman, in a state of physical and 
mental exhaustion. Miss Paperman spent most of yesterday with 
the police investigating what had happened in her room. 

It was impossible for Mr. Sears and me to confer with Mr. Goldfine 
to go over any records with him, to do anything whatever to prepare 
for his appearance here today, and to prepare to give intelligent 
and effective answers to the committee’s questions. 

As I said, Mr. Goldfine was prepared to appear here today had 
he had that chance to talk with us yesterday. I will not tell the 
chairman that Mr. Goldfine is ill in the medical sense, but I do tell 
the chairman upon my professional word that he was completely 
incapable yesterday of conferring with counsel intelligently about 
anything, and he did not and could not do so. 

He is still, Mr. Chairman, in a state of excitement and exhaustion. 
However, Mr. Sears and I and Mr. Porter hope that we will today 
be able to go over these matters with him and we have every expec- 
tation, and he has every expectation, that he will tomorrow be able 
to appear before this committee and answer your questions. 

For these reasons, Mr. Chairman, we most respectfully ask the 
Chair and the committee to defer his appearance until tomorrow. 
I might say, Mr. Chairman, I do not want to go out on a limb here 
and say categorically that Mr. Goldfine will be able to appear to- 
morrow. All I can say is, and I think you understand why, that 
we have every expectation that he will be able to do so. 

Mr. Chairman, I might say for the record that I believe that I 
told you these things last night on the telephone and I do not want 
to appear to be taking the Chair by surprise. I explained the 
situation to the Chair last night on the telephone. 

The Cuarrman. Yes, Mr. Robb, you did explain to me last night 
that you had not had an opportunity to confer with Mr. Goldfine 
yesterday. 

I observed, of course, from the newspapers that Mr. Goldfine was 
awakened from his sleep at 3 o’clock yesterday morning, assuming 
that he went to bed at a reasonable hour the night before. 

I might parenthetically say that I was awakened around 12 o'clock 
and did not get back to sleep the rest of the night. Notwithstand- 
ing, I was on the job yesterday and I am on the job today. 

The Chair feels that the committee should give very careful 
consideration to any reasonable request. I could not, as of yester- 
day, when the request came to me, first by your call to our chief 
counsel, Mr. Lishman, who in turn referred the suggestion to me, 
information. 

Now you state again today that Mr. Goldfine is not ill, but he 
is exhausted. 

Mr. Ross. Yes, sir. 

The Crarrman. In view of what has happened, and physically 
and mentally, did you say, unable to be here today? f 

Mr. Rose. Yes, sir. 7 

The Cnatrman. As I understand from you last night, he was 
to have some medical attention. 
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Mr. Ross. I do not know whether he did or not, sir. Mr. Gold- 
fine, I might say, like so many men, I think, is rather loathe to call 
a doctor unless he is extremely ill. I am told, however, he did call 
his doctor in Boston. Did he prescribe to him something ? 

Mr. Sears. He told him to take it easy for a while. 

Mr. Ross. And the doctor told him he ought to take it easy for a 
while. 

The Cuarrman. I did not get the comment. 

Mr. Ross. Mr. Sears informs me that Mr. Goldfine called his doctor 
in Boston, who has been treating him. I happen to know he saw the 
doctor just before he came down here, or last week anyway, and the 
doctor told him that he ought to try and take it easy for awhile, and 
how he can do that I do not know. 

That is what the doctor told him, I am informed. I might ee Mr. 
Chairman, that Mr. Goldfine’s plane from Boston Sunday night, al- 
though it was due in here at 7 :35, did not get here until after 10 0 "clock, 
and he did not get to bed until well after midnight, because I was in 
his room just before midnight and he was still talking to the people 
there, so his rest was cert: Linly broken and destroyed Sunday night. 

The Cuarrman. Is it not a fact that Mr. Goldfine was feeling well 
enough and mentally and physically capable of holding a press con- 
ference a few minutes ago? 

Mr. Ross. I do not know whether Mr. Goldfine held a press con- 
ference or not, Mr. Chairman. I was not there. I have been up here. 

I might say, however, with all deference to our friends of the press, 
that t: king to them inform: ully is quite different from answering the 
questions of this committee and Mr. Lishman under oath. 

The Cuarrman. I mentioned this to you last night, Mr. Robb. 

Mr. Ross. Yes, sir. 

The Cuarrman. That if such postponement was for the purpose of 
propagandizing the people of the United States through press con- 
ferences and radio and television appearances, then such request could 
not be accepted in good faith, and not that I would at all indicate that 
any request coming from you was not so. 

But nevertheless, actions speak for themselves. Certainly it is not 
the intention of this committee to cause an undue hardship on any 
person who is to appear before this committee, but this matter has 
developed to a point that if it is possible, it is more serious than ever 
now. 

This committee has tried throughout to be tolerant and patient. I 
feel it is the duty of a congressional committee to be tolerant and 
patient in investigations where people are involved and the public 
interest 1s certainly important. 

So far as I am concerned, as chairman of this committee, and as far 
as this committee is concerned, we have tried every possible way to 
approach these hearings in a way that that genet ral feeling would be 
carried out. 

We have had difficulties, Mr. Robb, in this particular investigation 
almost from the outset. It is not pleasing to me. I know it is quite 
difficult under all circumstances where an investigation of this kind, 
as sensitive as it is, for the human nature to do anything but react 
as it does, and for people to have fears and suspicions. 

I can assure you that this committee is interested in only one thing, 
and that is doing its job, and to carry out this work as directed by 
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the House of Representatives in a spirit of fair play and obtaining the 
kind of information that we are entitled to obtain in a legitimate 
ray. 

We shall continue to proceed accordingly. Some of these matters 
that have developed in the past have been unfortunate. This is a 
sensitive matter, as I know. I know because of the action of either Mr. 
Goldfine or those advising Mr. Goldfine that this matter has not moved 
along smoothly, that the banks did not want to cooperate, that it 

made it necessary for me to send a committee to Boston, and every 
step of the way contested as to what the committee should have and 
the committee felt that it legally should have. 

As I say, we have tried to be extremely cautious, and I have per- 
sonally, and I am certainly not happy about some of the things that 
occurred to which you have referred. The committee immedi: itely 
and unhesitatingly ‘stepped into that situation and you know of the 
result. 

Mr. Goldfine is a volunteer witness thus far. He himself announced 
publicly he would desire or would be glad to come before the com- 
mittee and the committee promptly extended to him an invitation, 
As I recall, the invitation was for Friday the 27th. You asked for 
additional time. 

The committee felt that is was a reasonable request and gave you 
until the following Tuesday. Now, I cannot fail to observe what hap- 
pened during that time and how, over the television throughout the 
country, Mr. Goldfine attempted to carry his own well-prepared 
statement. 

Naturally, I have observed what has happened since. Now, Mr. 
Robb, and your associates in this, representing Mr. Goldfine, I know 
you are going to do the best you can, and that is your duty. It is also 
the duty of this committee to see that this investigation is carried out 
to a conclusion and all the facts that should be developed and obtained 
are so developed and obtained. 

This committee is going to have to be firm in its position. If there 
is any question about what facts we are entitled to have, the com- 
mittee is ina position to discuss it with you. We have asked for cer- 
tain records. The conversation which you and I had partially com- 
plied with that. We have asked for additional information. That 
was to be brought back this week. 

It is my hope that information to which we are entitled will be 
here when Mr. Goldfine returns. There is certain other information 
that has not been supplied which the committee has requested, and I 
am asking our chief counsel to prepare that list for me w hich I will 
submit to you, and see if we can arrive at a proper and agreeable and 

satisfactory resolution of this material being supplied. 

But I can see unless there is a change in attitude, there is going to 
be a clash and the committee will be prepared to meet it. In view of 
these circumstances, and in view of what you have said, and in view 
of the fact that it is past 10:30, I see nothing that the committee can 
do except to expect Mr. Goldfine to be back here tomorrow at 10 o’clock. 

Mr. Rone. Thank you, Mr. Chairman. 

The Cratrman. I simply want it thoroughly understood that the 
statement that I make here this morning is due notice and warning that 
we are going to expect cooperation and compliance of those matters 
which we are entitled to have, and only those matters. 
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Mr. Bennett? 

Mr. Bennett. Mr. Chairman, I would like to ask Mr. Robb a ques- 
tion about a news statement quoting Mr. Goldfine as saying that he 
would produce information and answer questions concerning the so- 
called treasury checks and certified checks. 

Was he correctly quoted in the paper, that when he returns will he 
be in a position and will he be willing to answer the questions that 
counsel and members of the committee wish to ask him concerning 
the $700,000 ? 

Mr. Ross. Mr. Goldfine’s intention, sir, is to account to this com- 
mittee, so far as he is able to do so, for all of those checks. He made 
it clear the other day, sir, that there were some issued in 1941 and 1942 
that he did not know about and could not find out about. 

Except for those checks, it is Mr. Goldfine’s intention, sir, to ac- 
count to this committee for those checks. 

Mr. Bennetr. And will he, so far as he is able, submit to the com- 
mittee the bookkeeping entries or the appropriate entries on his 
books of account which show and confirm the method by which these 
were made? 

Mr. Ross. Mr. Bennett, I do not want to mislead you. It is our 
position, sir, that Mr. Goldfine will account for those checks and 
demonstrate beyond doubt that none of those checks was used for any 
of the purposes which are within the scope of this committee’s investi- 
gation. May I finish? 

Mr. Bennerr. All right. 

Mr. Ross. Having done that, sir, it is our position that other mat- 
ters pertaining to those checks which may relate to Mr. Goldfine’s 
business matters or his business affairs are not within the scope of this 
committee's investigation and on those matters, sir, we must respect- 
fully say that we are not going to testify. 

Now, I think I am candid with you on that. I have tried to be. 

Mr. Bennerr. On the matters that he does testify to—— 

Mr. Rose. Iam sorry. I did not get that. 

Mr. Bennerr. Concerning his explanation of the way these checks 
have been handled, will he in support of that testimony, produce the 
books of account which show the transactions you are describing. 

Mr. Ross. I am not sure—— 

Mr. Bennetrr. What I mean is this, Mr. Robb: These checks must 
leave some track somewhere so far as Mr. Goldfine’s books are con- 
cerned and what I wonder is whether you will make available to the 
committee the bookkeeping entries which show how the checks he is 
going to talk about were handled. 

Mr. Ross. Mr. Goldfine’s position is, sir, that the records that he 
will produc e will speak for themselves. He is going to show you 
what happened to the checks and we must respectfully take the po- 
sition that having done that, the detailed bookkeeping entries as to 
other details are not within this committee’s scope. 

Mr. Bennett. I do not mean as to other details, but what you are 
saying is that he will make an explanation and the committee will 
have to take his word for it. He will not produce any books of ac- 
counts which vent y, or show, or demonstrate how the entries and the 
transactions were actually handled on the books of account. 

Mr. Rorp. Well, these checks were purchased by one or more of 
Mr. Goldfine’s companies. That is conceded, and they were used for 








4300 REGULATORY COMMISSIONS AND AGENCIES 


certain purposes. We will show you what was done with them, to 
the best of our ability. 

Mr. Bennett. I do not think that the committee expects Mr. Gold- 
fine to produce records which reveal his trade secrets, but since all of 
the companies that we are concerned with here, the East Boston Co., 
the Northfield Mills, and the other companies concerned, were all in- 
volved or were all some way or another related and subject to the juris- 
diction not only of the Federal Trade Commission, but the SEC, it 
seems to me as one member of the committee that the books of account 
insofar as they relate to the handling of these checks ought to be 
produced. 

Mr. Ross. Of course, Mr. Bennett, I might suggest respectfully 
that there is no company in the country which is not subject to some 
governmental agency, but it does not follow from that that all the 
affairs of those companies can be inquired into by a congressional 
committee. 

Of course, I am here talking sort of second-handedly and I am try- 
ing to project what Mr. Goldfine may say tomorrow, which is rather 
difficult. I am doing the best I can. 

Mr. Bennerr. I thought it would be well if we could get this 
straightened out. We have been dealing with this now for some time, 
It has been sort of dangling in the air. I thought maybe in view of 
the statement that was in the paper over the weekend, indicating 
that he would testify with respect to these checks, we might find out 
what corroboration he will supply and what additional information 
he has. 

Mr. Ross. I might add, sir, that that subject which you are now dis- 
cussing was one of the things that I had on my agenda for yesterday. 
In fact, it was No. 1 on my list of topics to discuss with Mr. Goldfine, 
and, had I been able to do so, I would be able to talk now with you 
much more intelligently. 

That was a very specific item on my list of subjects to talk to 
Mr. Goldfine about, and I have not introduced it, so I am talking 
somewhat in the dark here. 

Mr. Bennerr. We have been in the dark on it, too, and that is why 
I thought that possibly we could get it straightened out. In other 
words, if Mr. Goldfine is going to testify about this, he undoubtedly 
is going to have to refresh his memory by reference to books of ac- 
count and his own records and the question in my mind is, will he 
make available for committee inspection the account records that he 
uses to refresh his memory to find out what happened, and what 
reasons there were for issuing these checks and why they remained 
uncashed. 

Mr. Ross. I can say frankly right now, I do not know what the 
books might be. That was one of the questions I was going to take 
up with Mr. Goldfine. I might say for myself, sir, that I am very 
anxious to have this matter cleared up because, as I understand it from 
Mr. Goldfine, none of these checks was used for any of the purposes 
within the scope of this committee’s inquiry. I am very anxious 
to have that shown. 

Mr. Bennett. I should think, irrespective of the pertinency—I 
myself think they are pertinent—there has been such a cloud of sus- 
picion you might say, hanging over this entire matter, that if there is 
anything improper about it—it is a matter of Mr. Goldfine’s personal 
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business—he could clear the whole thing up by saying to the commit- 
tee, “Well, this is none of your business. Here is what happened,” and 
dispose of it and we could get on to something else. 

Is that an unfair way to look at this? Maybe that is an unfair 
question to ask you. Maybe I should ask Mr. Goldfine. I will not 
ask you to answer. However, just one further thing, Mr. Chairman. 

When Miss Paperman was here several weeks ago, I asked her to 
produce, if she would, the information. Counsel, Mr. Lishman, tells 
me it has not been produced, although she agreed to do so. Would 

ou refer sometime today to Miss Paperman’s testimony, and particu- 
iets to the questions I asked her, so that tomorrow we can have 
answers ? 

Mr. Ross. I will be glad to do that, Mr. Bennett. So many things 
have happened in this case that frankly I am a little confused some- 
times, but I had understood that she had produced what was required. 
If I am mistaken about that, I would be glad to check on it. 

Mr. Bennett. No, she has not. 

The Cuarrman. She simply has not, Mr. Robb, and if you will read 
the record when she testified before the committee, you will notice the 
committee asked her if she would produce certain information and 
records, which she readily agreed to do. 

Mr. Rogs. She has some more papers which she came down here 
with Sunday, I know. 

The CuHarrMan. There was one point of agreement that we reached 
by stipulation, as you will recall. 

Mr. Rogs. That is right. She brought the stock books down, as I 
recall. 

The Cuarrman. Is that all, Mr. Bennett ? 

Mr. Bennett. Yes. 

The Cuarrman. Anything else? 

Mr. Lishman, do you have any questions? 

Mr. LisumMan. No, [have no questions at this time. 

The CHatrmMan. In view of the circumstances, and with the firm 
hope and desire that we will have the cooperation and can get along 
with this hearing to final conclusion 

Mr. Ross. That would suit me fine, Mr. Chairman. 

The CuHarrman. The committee will adjourn until 10 o’clock 
tomorrow. 

(Whereupon, at 10:40 a.m., the hearing in the above-entitled matter 
was recessed, to reconvene at 10 a.m. on the following day.) 
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WEDNESDAY, JULY 9, 1958 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE 
OVERSIGHT OF THE COMMITTEE ON 
INTERSTATE AND ForrEIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m. in the 
caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack, Flynt, Moss, 
O’Hara, Hale, Bennett, and Wolverton. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Stuart C. Ross, committee consultant; Francis X. McLaughlin, sub- 
committee attorney; and Herman C. Beasley, subcommittee clerk. 

The Cuamman. The committee will come to order. 

We are resuming the hearings this morning with Mr. Goldfine as a 
witness regarding matters which are being investigated before the 
Federal Trade Commission and the Securities and Exchange Commis- 
sion which come under the jurisdiction of this committee. 

Mr. Goldfine has returned as the witness, and the chief counsel, Mr. 
Lishman, may resume his interrogation. 

Before we start, Mr. Lishman, I believe probably we better have an 
understanding about information which it was understood would be 
presented to the committee this morning. 

As I understand, it was agreed when you were here last week, Mr. 
Goldfine, that when you returned to the committee you would bring 
with you the records and information with reference to the outstand- 
ing certified checks and treasurer notes and other information which 
the subcommittee desired to have and which, as I understood, you 
readily agreed that you would present. 

I have discussed this matter with your counsel, Mr. Robb, very 
briefly just now, and I understand that some of the information came 
in last night and is now being prepared and will be here available in 
the next few minutes. Is that correct ? 
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TESTIMONY OF BERNARD GOLDFINE, NEWTON CENTER, MASS.; 
ACCOMPANIED BY MILDRED PAPERMAN, TREASURER, BOSTON 
PORT DEVELOPMENT C0.; SAMUEL P. SEARS AND LAWRENCE R, 
COHEN, ATTORNEYS AT LAW, BOSTON, MASS.; AND ROGER ROBB 
AND WILLIAM A. PORTER, ATTORNEYS AT LAW, WASHINGTON, 
D.C. 


Mr. Ross. That’s correct. 

Mr. Gotprine. Yes, sir; that is correct. 

The CuatrmMan. Then you will be able to go into that matter with 
reference to those outstanding checks during the hearing this morning 
when this information arrives ? 

Mr. Gotprine. That is right, Mr. Chairman. 

The CuarrMan. Will you notify the Chair when it arrives in order 
that that phase of last week’s testimony can be cleared up? 

Mr. Gouprine. I certainly will. 

The Cuarrmman. Another matter of considerable interest also de- 
veloped last week with reference to certain gifts to employes in public 
offices. In view of what happened, with which you are familiar, a list 
of some 33 names was made available for the record. Since then some 
of those, particularly those in certain offices here on Capitol Hill, and 
others, have protested that they did not receive any such gifts. 

Obviously, there could be the possibility of similar names of persons 
who live other places. Nevertheless, that situation is in the record to- 
day, which is unfortunate, and which I did not like last week, as you 
know, but there was nothing else the committee could do about it. 

I think, as a matter of fairness to those whose names have been 
brought into this, that a full explanation should be given. You are the 
only one that has that record. I understood from you last week that 
you and Miss Paperman, your employee, could explain each of those 
gifts by way of certified checks or treasurer notes, which was ex- 
plained in a letter which went along with those. 

I think perhaps an explanation should be given some time during 
the morning of those alleged gifts in order that that matter might be 
cleared up, too. Itisthe hope of the committee that you will cooperate 
in doing it. 

Mr. Gotprine. I certainly will, Mr. Chairman. 

The Cuatrman. Mr. Lishman, you may proceed. 

Mr. Lisuman. In view of the remarks just made we will not at this 
time go into the question of the uncashed treasurer’s checks and un- 
cashed certified checks and we will resume at the point where we left 
off at the last hearing when Mr. Goldfine was being questioned about 
the December 4, 1953, letter addressed to Northfield Mills by the Fed- 
eral Trade Commission which was the subject of Mr. Goldfine’s 
conference with Mr. Adams. 

Now, in this December 4, 1953, letter, the Federal Trade Commission 
stated in part: 


In your reply kindly list the names and addresses of your customers who have 
received this misbranded fabric and inform us whether or not they have been 
notified of the mislabeling. Please describe how you have corrected the fiber 
content disclosure on any misbranded goods in your hands and enclose samples 
of the corrected tabs. 
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Again I ask, Mr. Goldfine, did Northfield Mills ever supply the list 
of names and addresses of customers who received the misbranded 
fabric? 

Mr. Go.pF1ne (confers with counsel). No,sir. 

Mr. LisoMan. They did not. Were the customers who received the 
misbranded fabric informed and notified of the mislabeling? 

Mr. GOLpFINE. Yes, sir; they were. 

Mr. LisomMan. How were they notified ? 

Mr. Gouprine. That I can’t tell you. I know they were notified. 
My son who is right here and who handled that situation and knows 
that better than I do, if it can be possible I would like to have him 
explain just how it was done. 

Mr. LisHmMAn. Before we reach that explanation did you notify the 
Federal Trade Commission that you had so notified your customers 
of the mislabeling ? 

Mr. Gouprine. Well, we agreed to accept goods back from Strath- 
bury, probably before that date, before we got the letter from the FTC. 

Mr. Lisuman. Wasn’t it a fact that Eimiger had already notified 
Strathbury ? 

Mr. Gotprine. That I can’t tell you. My son is right here. He can 
answer that. He can tell you that better than I can, Mr. Lishman, 
Horace. 

Mr. LisumMan. Isn’t it a fact, Mr. Goldfine, that instead of answer- 
ing the December 4, 1953, letter of the Federal Trade Commission by 
furnishing the information requested Northfield Mills under date of 
January 19, 1954, sent a letter to the Federal Trade Commission stat- 
ing this: 

This is to assure you that any fabric produced by us hereafter will be prop- 
erly labeled as to its contents as required by the Wool] Labeling Act and the reg- 
ulation promulgated thereunder by the Federal Trade Commission and further 
that all stock on hand which has been improperly labeled has been relabeled to 
comply with such act and regulation. 

Very truly yours, 
NORTHFIELD MILLS, 
By CLARENCE TEITSEL, 
Attorney. 
Song it a fact that that was the letter that was sent by Northfield 

ills 2 

Mr. Gouprine. That’s right. Mr. Teitsel was one of the staff. 

Mr. LisumMan. And no other letter complying with the December 4, 
1953, letter of the Federal Trade Commission was ever sent, is that 
correct ¢ 

Mr. Gotprine. That I do not know. 

Mr. LisuMan. On this matter? 

Mr. Gotprine. I can’t answer that. 

Mr. LisoMan. Now, is this the sequence of events that occurred fol- 
lowing your receipt of the Federal Trade Commission’s letter of De- 
cember 4, 1953. You talked to Mr. Adams about the letter some time 
in December ; is that correct ? 

Mr. Gotprine. Yes, sir. 

Mr. Lisuman. Mr. Adams then talked to Mr. Howrey about the last 
week in December about the matter. Mr. Howrey then sent Mr. Adams 
amemorandum dated January 4, 1954, which Adams sent to you. 
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Mr. Gouprine. Yes, sir. 

Mr. Lisuman. Is that correct? 

Mr. GoLprine. Yes, sir. 

Mr. Lisuman. On January 12, 1954, the Federal Trade Commission 
wrote Northfield Mills renew ing its demands for the information re- 
quested on December 4. 

Mr. Gouprine. On vanuary when ¢ 

Mr. LisumMan. On January 12. Isthat correct? 

Mr. Ross. Horace Goldfine says that is correct. 

The CuarrmMan. Now, we are going to let Mr. Goldfine testify. He 
is the witness. If you want others to testify they will have to be sworn 
too. 

Mr. Ross. Might Mr. Horace Goldfine step up and be sworn ? 

The Cuarrman. I remind you of the rules, Mr. Robb, that you are 
here as counsel to advise as to constitutional rights. 

Mr. Ross. I am just asking a question, Mr. Chairman. 

The Cuarrman. Mr. Goldfine can confer. He is surrounded by a 
good many associates here and a, confer with anyone he wants. 

Mr. Ross. I just want to suggest, Mr. Chairman, that I think it is 
the practice in these hearings. T ines when the SEC people were 
here they had about three people here all under oath. Mr. Horace 
Goldfine, Mr. Goldfine’s son, is thoroughly familiar with this trans- 
action. 

He knows the facts. Mr. Goldfine does not know the facts. I 
wanted to suggest that if the Chair wanted to get the record complete 
at this point it might be advisable to get Mr. Horace Goldfine sworn 
and sit up here and answer the questions now. 

The Cuatrman. The Chair would not object and I am sure that the 
committee would not object because we want to get all the facts. 

We would be glad to do it in any way. 

Mr. Ross. I am sure you would not object because you want to get 
the facts. 

The CuatrmMan. Will you be sworn ? 

Do you solemnly swear the testimony you give to this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 


e 


TESTIMONY OF H. MAXWELL GOLDFINE, SAN CARLOS HOTEL, 
NEW YORK CITY, N.Y. 


Mr. Maxwetut Gouprine. I do. 

The CuarrRMaAn. Havea seat. 

I think, perhaps, if you are going to assist your father—you are the 
son of Mr. Goldfine, are you not ? 

Mr. Maxwetut Gouprine. Yes, sir, lam. 

The Cuarrman. Identify yourse If for the record. 

Mr. Maxwextzi Gorprine. My name is H. Maxwell Goldfine. My 
residence is New York City, the San Carlos Hotel. 

The CuarrmMan. What wasthat ? 

Mr. Maxwewi Gouprine. The San Carlos Hotel in New York City. 

The CuarrmMan. You are the son of Mr. Bernard Goldfine? 

Mr. Maxwetyt Gouprine. I am one of the sons. 

The CHatrMaAn. You are associated with him in these business 
enterprises { 
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Mr. Maxwewtt Gouprine. Yes, sir. 

The CuHarmman. What position do you hold in either of the com- 
panies, if any 4 

Mr. Maxwe.z Gorprine. I hold no title as far as the record is 
concerned, but I am the wool buyer, and I handle the direction of the 
Northfield Mills. 

The CuHarrMan. Very well. 

Mr. Lishman, you may proceed. 

Mr. Lisuman. Mr. Maxwell Goldfine, in handling the Northfield 
Mills is it a fact that you are in constant communication with your 
father about the matter of that mill? 

Mr. Maxwett Govprine. Repeat the question. 

Mr. LisumMan. Will you read the question, please. 

(Pending question was read by reporter. ) 

Mr. Maxwe ti Gotprine. No, not necessarily. 

Mr. LisumMan. When Federal Trade Commission investigators come 
to that mill, either there or at 35 Kneeland Street, and see you, do 
you report to your father what occurs as a result of these Federal 
Trade Commission investigations ? 

Mr. Maxwetu Gowprine. Only if it is of an important nature, 
Mr. Lishman. 

Mr. Lisuman. Now I am going to ask a question: On January 12, 
1954, the Federal Trade Commission wrote to Northfield Mills re- 
newing its demand for the information requested in the letter of 
December 4, 1953. Is that a fact? 

Mr. Maxwe.u Gowprine. I don’t have a record of that here, Mr. 
Lishman, but if you have a letter maybe you could refresh my memory 
about it. 

Mr. Lisuman. I have before me a photostatic copy of a letter dated 
January 12, 1954, addressed to Northfield Mills, Inc., Harvey H. Han- 
nah, Chief, Division of Wool and Fur Labeling, Federal Trade Com- 
mission, which refers to the letter of December 4, 1953, relative to the 
company’s labeling of fabrics, the concluding paragraph of which 
states : 

An immediate reply to our letter will be appreciated, as it may assist us in 
resolving the disposition of this case without additional information. 

I will show you this letter. 

Mr. Ross. ‘Thank you. 

Mr. Maxwe tt Gotprine. Mr. Lishman—— 

Mr. Lisuman. I asked him if they received that letter. 

Mr. Maxweii Gotprine. Yes, Mr. Lishman, I would say we have. 

Mr. Lisuman. On January 19, 1954, Northfield Mills wrote a letter 
to the Federal Trade Commission, which I have just read into the 
record, in which it did not supply any of the information requested 
in the Federal Trade Commission letters of December 4, 1953, and 
January 12, 1954, but simply promised to be good in the future. 

Is it correct that the Janu: ry 1954 letter did not supply the infor- 
mation requested in the December 4 letter ? 

Mr. Roser. May we see the letter, Mr. Lishman ? 

Mr. Lisuman. I show the witness the December 4 letter. 

Mr. Ror. Do you have the reply ? 

Mr. Lisuman. The 19 letter? 


Mr. Rorn. Yes. 
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Mr. Lisuman. I show also the January 19 letter. 

Mr. Maxwett Gouprine. Mr. Lishman and members of the com- 
mittee, the fact that we had had trouble with the Robert Lawrence Co, 
in and around these dates, the fact that we had understood this matter 
to be settled on a voluntary basis, the fact that Stratbury Manufac- 
turing Co. of Galion, Ohio, had been notified prior to the time that 
the Federal Trade Commission had investigated the Stratbury Co., 
we felt that that was compliance with the rule. 

The Einiger Mills, who we knew were the complainants and who 
were our direct competitor at the time, made it impossible for us to 
disclose the names of these customers or addresses of the customers 
to the Commission. We knew that Einiger was policing the industry 
at this particular time. We also knew that they had very good contact 
with the Commission at the time, and we also knew that the gentleman 
on my left here, Mr. Lazarus, represented that concern at the time. 

The Cuarrman. That does not answer the question, Mr. Goldfine. 
Can you answer the question: Did you or did you not respond to the 
Federal Trade Commission ? 

Mr. Maxwe.t Gouprine. In regard to the addresses and names of 
the customers, Mr. Chairman ? 

The CuarrmAn. In regard to the letter that the counsel speaks of 
when the request was made of you for certain information by the Fed- 
eral Trade Daninisthon. You can answer you did or did not. 

Mr. Maxwett Gotprine. Well, we did, Mr. Harris, in part comply 
because of the fact that we took back the goods from the Strathbury 
Manufacturing Co. in Galion, Ohio; and in part we did not. 

Mr. Lisuman. If Strathbury Mills was the only one that had been 
victim of the misbranding why was the Federal Trade Commission 
interested in knowing the names of all the customers who were 
victims of the misbranding ? 

Mr. Maxwetut Gouprine. Please rephrase your question. Read it. 

(The question was read by the reporter, as requested.) 

Mr. Maxwett Gotprine. I wouldn’t know, Mr. Lishman. You 
would have to refresh my memory as to who the other customers were. 
Then possibly I could give you an intelligent answer. 

Mr. Lisuman. In Mr, Bernard Goldfine’s statement, page 10, the 
statement is made referring to the December 4 letter: 

This letter asked for the names of many of our customers and other information 
which we felt was confidential. 

so it has already been testified here that there were many customers 
involved in this matter and that those names you felt were confidential. 
So you know the names better than I do. 

Mr. Maxwe.t Gouprineg. Mr. Lishman, just to clear the thought in 
my mind, are you referring to customers that used wool nylon and 
vicuna fabric or are you referring to any and all customers that used 
any fabric containing nylon? 

Mr. Lisman. May I have the December 4 letter of the Federal 
Trade Commission, please ? 

Mr. Maxwett Gotprine. Yes, sir. 

(The document was handed to counsel.) 

Mr. Lisuman. I am referring to the names and addresses of the 
customers requested by the Federal Trade Commission in its December 
4 letter and this letter asks only for the names of those customers to 
whom the misbranded fabric had been sent. 
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Mr. Maxwetz Gouprine. Mr. Lishman, if I may read the letter from 
the Federal Trade Commission the last paragraph : 

In your reply kindly list the names and addresses of your customers who have 
received this misbranded fabric and inform us whether or not they have been 
notified of the mislabeling. 

There is only one customer that received that specific fabric. The 
outfit in Galion, Ohio, which I referred to received a similar fabric but 
not the same fabric that is referred to in the next to last paragraph in 
the letter of December 4. 

Mr. Lisuman. Well, Mr. Goldfine, you’re leaving out an important 
part of the letter and narrowing this thing down far too much. Im- 
mediately preceding it, the Federal ‘Trade Commission advised : 

This office would like a complete statement as to all ranges and fiber con- 
tents of fabric which you have made during the past year containing nylon. 
Also set forth the yardage produced of each of these fabrics, the amount pres- 
ently on hand at your mills and in the warehouses of your selling agents together 
with the amount of these fabrics shipped. 

It is obvious that they were not concerned with just one customer. 

(The witness conferred with counsel. ) 

Mr. Maxweti Gotprine. We couldn’t give that specific information 
because we were concerned about the Einiger Co. who was a direct 
competitor of ours. 

Mr. LishmMan. Well, we have pages 1666, 1667, and 671 of the testi- 
mony of the Federal Trade Commission repeatedly in this record and 
I will refer to it that before a voluntary settlement of a misbranding 
ease of this kind is made that it is customary routine to require the 
respondent to furnish the list of customers who have received mis- 
branded materials. 

It is customary procedure to require that these customers be notified 
of the misbranding so that they in turn will not cheat the consumer by 
passing on a misbranded product. 

Now, if this is customary procedure in the Federal Trade Commis- 
sion as testified to here by witnesses from the Federal Trade Commis- 
sion, Why should your company take the position that you may obtain 
a voluntary consent settlement on the grounds that you do not need 
to conform to the customary practice of the Federal Trade 
Commission ? 

Mr. Maxweti Gorprine. Mr. Lishman, I believe on checking the 
record you will find that we didn’t make any other fabrics, to the best 
of my knowledge, that contained nylon with the exce ption of the simi- 
lar range that was used by Str: athbor y Manufacturing Co. 

I enn l appreciate if I could see that statement. 

Mr. Lisnman. We will give you references to the transcript of the 
hearings where this testimony was given. 

Mr. Maxwetn Gouprrne. Allr ight. 

Mr. LisumMan. At pages 1666, 1667, and at transcript page 671, the 
Federal Trade Commission testified that your letter of January 1954 
did not supply all the information requested. 

The Cuarrman. I understood, Mr. Gol Ifine, you moved your son 
up here in order to answer these questions and we do not seem to be 
getting any responses. 

We cannot sit here and take time to read the record that has been 
made. 

32090—59— pt. 11-—-—-_15 
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If he is familiar with the information, then I think he should give 
responses to the questions. If not, I think we had better let him go 
back to his seat and proceed with you. 

Mr. Maxwewut Gouprine. I am sorry, Mr. Harris. I will try and 
comment in the best way possible. 

I am familiar with most of this. 

The CuatrMAN. You do not seem to be responding very well if you 
are, Mr. Goldfine. 

Mr. Counsel, ask the questions and you can either say that you 
know or do not know. 

Mr. Ross. Is there a question pending, Mr. Chairman? I did not 
know there was a question pending. 

Mr. LisuMman. I will rephrase this. 

Mr. Goldfine, do you not know that it is the customary routine at 
the Federal Trade Commission in order to effect a voluntary settle- 
ment of the mislabeling that the Commission customarily requires 
the respondent to supply a list of the customers who have received 
the misbranded product and requires that these customers be notified 
of the misbranding ? 

Mr. Maxwe.u Gotprine. No, I didn’t think it was customary, Mr. 
Lishman. 

Mr. LisumMan. Have you ever had any discussions with a Mr. Robert 
Scott, investigator for the Federal Trade Commission about this 
matter ¢ 

Mr. Maxwe.u Gouprine. I have had discussions with Mr. Robert 
Scott. 

Mr. Lisoman. Did he not indicate that to you? 

Mr. Maxwe.t Gowprine. To the best of my knowledge, he did not. 

Mr. Lisuman. We will come to the reports submitted by Mr. Scott 
presently and we will interrogate you about those reports. 

The CHairman. Before you leave that, Mr. Lishman, did you not 
read a letter a moment ago from the Federal Trade Commission which 
Mr. Maxwell Goldfine admitted they received in which such statement 
was made? 

You read a letter a moment ago from the Federal Trade Commission 
which Mr. Goldfine said that they had received, in which such state- 
ment was made? 

Mr. LisuMan. Yes. 

Mr. Maxweti Goutprine. Are you addressing me, Chairman Harris? 
lam sorry. 

The CHarrman. Mr. Lishman asked you a question a little while 
ago, Mr. Maxwell Goldfine, in which he quoted a letter from the Fed- 
eral Trade Commission to you which you said you received and in 
which the Federal Trade Commission advised you and your company 
that such was the regular procedure of the Federal Trade Commission 
and you said you received such a letter. 

(The witness confers with his counsel.) 

Mr. Maxweti Gowprine. It doesn’t state that it is regular pro- 
cedure, Mr. Harris. 

Mr. Lisuman. The letter did request that information, though. 

Mr. Maxwe.t Gouprine. Yes, it did. 

Mr. Lisuman. And it was not supplied. 

Mr. Maxwett Gorprine. It was not supplied but I qualified that 
statement previously, Mr. Lishman. 
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Mr. Lisoman. You did not supply a list of the customers who re- 
ceived the misbranded product, is that correct ? 

Mr. Maxwett Gouprine. No, sir, I did not. 

Mr. Lisuman. You did not notify the customers who had received 
the misbranded product of the misbranding, is that correct 

Mr. Maxwexit Gouprine. We certainly did notify the customers 
because the Robert Lawrence Co., who was involved in this case, as 
well as the Strathmore Manufacturing Co., who was involved in 
this situation knew prior to the time that the Federal Trade Com- 
mission notified us that if there was anything wrong that they could 
return the fabric and so informed the Federal Trade Commissioner of 
the matter. 

Mr. Listman. Did you notify the Federal Trade Commission of 
that fact / 

Mr. Maxwe.y Go.iprine. No, sir; not to my knowledge. It wasn’t 
necessary. 

Mr. Lisuman. The Federal Trade Commission asked for it whether 
it was necessary or not. 

Mr. Maxwety Gouprine. Strathmore Manufacturing, Mr. Lishman, 
had already been notified prior to the time the Federal Trade Com- 
mission had notified us. 

Mr. Lisuman. Now, in this sequence of events that we recounted, is 
it a fact that on December 23, and December 24, Mr. Adams was at 
the Sheraton Plaza Hotel in Boston ? 

Mr. Witiiams. Mr. Lishman, would you reserve that question a mo- 
ment, please ? 

Before we leave the discussion that we have just had, in response to 
Mr. Lishman’s question as to whether or not you supplied the infor- 
mation requested in the FTC letter of December 4 and the following 
letters asking that you reply to that letter, you mentioned that you 
had made a partial response and, if I recall correctly, stated the rea- 
sons for having made only a partial response. But in your explana- 
tion when you brought up the subject of Eimiger Mills, who is one of 
your competitors, you made the statement that you knew that they 
had good contact. with the Commission, and I assume that that is 
the Federal Trade Commission. 

Would you like to amplify that or explain that statement a bit 
further ? 

Mr. Maxwe.u Gouprine. Are you talking to me, Mr. Williams? 

Mr. WituiAMs. Yes, sir. 

Mr. Maxweii Gouprine. Well, I would like to amplify it. 

Mr. Wiiu1ams. Just what did you mean by “good contact. with the 
Commission ?” 

Did you mean any proper contact or did you mean they had friends 
on the Commission or they had a sinker in the Commission ? 

Mr. Maxweui Gouprine. It was well known in the garment indus- 
try that the Eimiger Mills were the policemen for this industry. They 
had competent attorneys who kept in close touch with the Federal 
Trade Commission and by so doing I think that they had an undue 
advantage over their competitors. 

Mr. WitiiaMs. Do you mind naming names ? 

Mr. Maxwei Gouprine. Pardon me. What names? 

Mr. Witttams. With what members of the Commission did they 
have a good contact which gave them an advantage over other mills? 
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Mr. Maxwet Gorprine. Well, I couldn’t make a statement as to 
who they had contact with at the Commission, It was common knowl- 
edge in our industry, Mr. Williams, that they were the policeme n of 
the trade and they were in close touch with the Federal Trade Com- 
mission and policing the industry. They had a well-known name to 
protect. 

Mr. Wuu1aMs. That is all. 

Mr. Lisuman. Mr. Goldfine, is it a fact that Mr. Lazarus, who is 
seated beside you, was attorney for Einiger Mills? 

Mr. Maxweti GouprFine. Yes, I believe he was. 

Mr. Lisuman. Coming back to this question of your refusal to 
give the names of customers to the Federal ‘Trade Commission, is it 
not a fact that, on the grounds that that would be divulging infor- 
mation which “we felt was confidential,” that under the law and 
regulations of the Federal Trade Commission such information, once 
supplied to the Commission, is held in extreme confidence and must be 
so under the law ? 

Mr. Maxwett Gowprine. I assume it is supposed to be, but I 
wouldn’t necessarily want to say that it was. 

Mr. Lisuman. Isn’t it a criminal offense if anyone in the Com- 
mission divulges such information ? 

Mr. Maxwewtt Gouprine. Please repeat the question. 

Mr. Lisuman. Is it not a criminal offense if anyone in the Com- 
mission divulges such information ? 

Mr. Maxwe.t Goiprine. I don’t know. 

Mr. LisuMman. I will read you the Fede ral rane Commission Act. 

Mr. Maxwet Gouprine. Would you, please 

Mr. Lisuman. I am reading now from Oe 50: 

Any officer or employee of the Commission who shall make public information 
obtained by the Commission without its authority, unless directed by a court, 
shall be deemed guility of a misdemeanor, and, upon conviction thereof, shall be 
punished by a fine not exceeding $5,000, or by imprisonment not exceeding 1 
year, or by fine and imprisonment, in the discretion of the court. 

With that protection afforded you, you still insist that you would 
not trust the Federal Trade Commission by supplying them a list of 
your customers who received the misbr: anded product ? 7 

Mr. Maxwett Gouprine. I would be inclined to say that the trust- 
ing of information with any commission, whether it is the Federal 
Trade Commission or not, would be questionable. That’s my opinion. 

Mr. Listman. Do I understand you to mean that you believe you 
are above the law and do not have to furnish information which is 

required by administrative commissions in the performance of their 
statutory duties? 

Mr. Maxweti Gouprine. I didn’t say that, Mr. Lishman. 

Mr. Lisuman. Well, what do you mean when you say that you 
would not be willing to submit such information ? 

Mr. Maxwext Goiprine. I didn’t say I wouldn’t, be willing, did 1? 

Mr. Lisnaan. I understood the purport of your testimony to be 
that you would not trust the Federal Trade Commission with a list of 
these confidential customers. If I am incorrect, why, correct me. 

Mr. Maxwett Gotprrne. It was our opinion at the time, Mr. Lish- 
man, that if we gave this information to the Federal Trade Commis- 
sion we would, in turn, in effect, be giving it to the Einiger Mills who 
are our direct competitor. 
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Mr. LisomMan. Meanwhile, the consumer is left out in this battle 
of confidentiality. No protection whatsoever is afforded to him? 

Mr. Maxwexxt Gouprine. That is not true, Mr. Lishman. The con- 
sumers in this particular matter were notified by the Robert Lawrence 
Co. It is a matter of record, and you know it. I have data here to 
a this testimony. 

Mr. Lisuman. ‘That every customer who received the misbranded 
material from your mill was notified ? 

Mr. Maxwett Gotprinr. Every customer 

Mr. LisomMan. That received this misbranded fabric from your mill 
was notified? Do you have proof of that? I would like to see it. 

Mr. Maxwe.t Gouprine. Of this? 

Mr. Lisuman. Of the mater ials mentioned in the December 4 letter 
of the Federal Trade Commission. If you have such proof, please 
produce it. 

Mr. Maxweti Gotprine. All the customers of the Robert Lawrence 
Co. were notified of what you call a misbranding. 

Mr. Lisuman. I don’t call it that. ‘The Federal Trade Commission 
called it that. 

Mr. Maxwetit Gouprine. Exhibit A. In front of me I have an ad- 
vertisement of the Maurice L. Rothschild Co. in Minneapolis, dated 
November 11. 

Mr. Lisuman. What year / 

Mr. Maxwett Gotprtnt. Lamsorry. November 11, 1953. 

If you will check your records, you will find that the Robert Law- 
rence Co. w: - having difficulty with Einiger between November 3 and 
November 17. It was during this period that the Robert Lawrence 
Co. notified all its customers of any misbranding pertaining to the 
Northfield fabric that they were using. 

I have here an additional exhibit B. These ads, Mr. Lishman and 
members of the committee, are ads showing that there was nylon in 
the fabric. The ads previously had shown ‘that they were 90 percent 
wool, 10 percent vicuna. The ad now reads 80 percent wool, 10 percent 
vicuna and 10 percent nylon. 

Mr. LisuMman. That still does not give me the list of customers who 
were notified of misbranding. 

Mr. Maxwetu Gowprtne. I couldn’t give you the list of customers 
of the Robert Lawrence Co. who used all the fabric. That would be 
impossible; I don’t have all their customers, Mr. Lishman. 

Mr. Lisuman. I am asking for the customers who received the 
fabric from Northfield. 

Mr. Maxweti Gouprine. As far as this particular fabric is con- 
cerned, as well as the -—— 

Mr. Lisuman. I mean all the fabrics referred to in the December 4 
letter. 

Mr. Maxwe.t Gouprine. It was just Stratbury and Robert Law- 
rence, to the best of my knowledge, Mr. Lishman. 

Mr. Lisuman. Then why in the statement of your father, on page 
10, does he say “This let ter asked for the names of many of our cus- 
tomers and other information which we felt was confidential”? You 

say there were only two. 

‘Did you have many customers or did you have only two customers ? 

Mr, Maxwet Gotprine. As I stated before, we have fabrics of 
asimilar nature, Mr. Lishman, and there were very few customers, to 
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the best of my knowledge; the Stratbury Manufacturing Co., the 
Robert Lawrence Co. and possibly back a few years earlier other 
customers, but I don’t believe that this letter is referring to that. 

Mr. Lisuman. Well, we will go on to another matter. 

On December 23, 1953—I am addressing this to Mr. Bernard Gold- 
fine—is it a fact that Mr. Adams stayed at the Sheraton-Plaza Hotel 
in Boston and that his bill there was paid for by Strathmore Woolen 
Co. ? 

I hand you photostatic copies of the Sheraton-Plaza receipted state- 
ment and bill, and ask you if that is correct. 

Mr. Ross. Mr. Lishman, is this the bill and check which we pro- 
duced for you? 

Mr. Lisuman. Yes. 

Mr. Bernarp Goiprine. Yes, sir; that is correct. 

Mr. LisumMan. Now, Mr. Goldfine, at that meeting with Mr. Adams 
did you discuss the troubles that Northfield Mills was having with 
the Federal Trade Commission ? 

Mr. Ross. What meeting ? 

Mr. Lisiuman. At the meeting of December 25 and 24. 

Mr. Rogss. You haven’t said there was a meeting yet, Mr. Lishman. 

Mr. Lisuman. Did you meet with Mr. Adams at that time / 

Mr. Bernarp GoLpFIne. What date / 

Mr. Lisuman. On December 23 and December 24, 1953. 

Mr. Bernarp GouLprine. Yes, sir. 

Mr. Lisuman. And you met him at this hotel 

Mr. Bernarp Gouprine. Yes, sir. 

Mr. Lisuman. And did you discuss the troubles that Northfield 
Mills was having with the Federal Trade Commission with Mr. Adams 
at that time ? 

Mr. Bernarp Gotprine. I don’t remember what I discussed at that 
time. The only thing I know I turned over the letter to Governor 
Adams that you are talking about. 

Mr. Lisuman. That was the time when you turned it over to Mr. 
Adams / 

Mr. Bernarp Gouprine. I don’t know whether it was that time. 
The letter was turned over to him at some time. I don’t remember 
what discussion. I don’t remember having any discussion with him 
about it. 

Mr. Lisuman. Again I would like to refresh your recollection by 
reading from the June 12, 1958, letter of Mr. Adams to the chairman 
of this committee, wherein he states: 

Late in 1953 Mr. Goldfine gave me a letter he had received from the Federal 
Trade Commission’s Wool Labeling Division, and asked me what had prompted 
it. 

Did you discuss what had prompted this letter with Mr. Adams? 

Mr. Bernarp Gorprine. I dont remember just what I discussed 
with him. Whatever Governor Adams said, in my opinion, is so. 
I don’t remember what the discussion was. 

Mr. Lisuman. Well, why did you discuss this matter with Mr. 
Adams? 

Mr. Bernarp Gouprine. I didn’t tell you I discussed it with him. 

We had dinner together at the hotel. 

Mr. Lisuman. Why did you turn this December 4, 1953, letter over 
to Mr. Adams? 
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Mr. Pay arD Goutprine. I didn’t say I turned it over to him at that 
time. I don’t cadader { chats I did at that time or some other 


time. I can’t tell you the date when I turned it over to him. 

Mr. Lisuman. Did you see Mr. Adams some other time in Decem- 
ber 1953 ? 

Mr. Bernarp Govprine. I probably did. 

Mr. Lisuman. And is it correct that late in 1953, in December, you 
gave Mr. Adams this Dee ember 4 letter ? 

Mr. Bernarp Gouprine. I gave him that letter; yes. 

Mr. Lisuman. Why did you give him the letter / 

Mr. Bernarp Gotprine. W hy did I give him the letter? 

Mr. LisumMan. Yes. 

Mr. Bernarp Gouprine. Because that letter of December 4—— 

(The witness confers with his son Maxwell Goldfine. ) 

Mr. Bernarp Gouprine. I just can’t tell you why I gave it to him. 

I gave it to him because the letter speaks for itself. 

Mr. Lisuman. The letter speaks for itself, but I am trying to find 
out why you gave it to Mr. Adams. 

Mr. Bernarp Gouprine. Well, 1 wanted to know what prompted 
us to get that letter. I understood the matter had been straightened 
out previous to that time by Mr. Titchell and my son. 

Mr. Lisuman. Why didn’t you take that up with the Commission? 

Mr. Bernarp Gorprrve. I couldn't tell you that, why. All I can 
tell you I turned over the letter to Governor Adams. As to when, I 
don’t know. It was sometime after December 4. 

Mr. Listsman. Now, in December 1953 did you meet Mr. Adams 
in New York? 

Mr. Bernarp Gouprine. I couldn’t tell you if I did or I didn’t. 

Mr. Lisuiman. Did you meet him in Washington ? 

Mr. Bernarp Goiprine. When ? 

Mr. Lisuman. In December of 1953 

Mr. Bernarp Gouprine. I couldn’t tell you that. I don’t know. 

Mr. Lisuman. Were you in Was shington i in December of 1953? 

Mr. BerNnarp GoupFrine. I might have been. 

Mr. LisumMan. Do you have any records showing whether or not 
you were here in Dec ‘ember of 1953? 

Mr. Bernarp GoLprine. We brought all the records that we have. 
If you can show me the records will show that I was in Washington, 
allright. Let me look at it. 

Mr. Listman. We have no such records of yours showing whether 
or not you were in Washington. 

Mr. Bernarp Goiprine. What records have you got? 

Mr. Lisuman. Mr. Goldfine, we are just as curious as to what 
records you have as you are curious as to what records we have. 

Mr. Bernarp Gouprine. That is correct. 

The CuatrmMan. The committee will be in order. 

Mr. Lisuman. In any event, some time in December you gave this 
December 4, 1953, letter to Mr. Adams. 

I am still recounting what happened. 

Mr. Adams subsequently called the Chairman of the Federal Trade 
Commission and asked if the information Mr. Goldfine desired could 
be made available to him. 

What information was it that you requested Mr. Adams to obtain 
for you? 
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Mr. Bernarp Gotprine. I wanted to know what prompted that let- 
ter, Mr. Lishman, because I had understood that the thing had been 
settled previous to that letter. So I couldn’t understand why they 
should send a letter of that kind. 

Mr. Lisoman. What words did you use with Mr. Adams concerning 
this? 

Mr. Bernarp Gotprine. I don’t remember the words that I used. 

Mr. Lisuman. Did you discuss it with him for a long time ? 

Mr. Bernarv Gorprine. I don’t remember how long a time. All 
I can tell you, we had a very good dinner. 

Mr. Lisuman. Pursuing this sequence of events, on January 25 and 
January 24, 1954, did you meet Mr. Sherman Adams at the Waldorf- 
Astoria Hotel in New York and pay his hotel bill at that time 

Mr. Bernarp Goiprine. Would you please ask that question again, 
Mr. Lishman ? 

Mr. LisumMan. Would you read that question ? 

(The pending question was read by the reporter.) 

Mr. Bernarp Gouprine. I think I was there in January. If the 
records show I am there, there is no question about it—I was there. 
If the records show Governor Adams was there, he was there. I 
would be- 

Mr. Lisuman. I will show you 

Mr. Bernarp Gouprine. I would be very happy to see the-——— 

Mr. Ross. Mr. Lishman, are these the records we produced for you? 

Mr. LisuMan. Yes. 

Mr. Ross. Thank you. 

The Cuarrman. Can you answer the question, Mr. Goldfine / 

Mr. Bernarp Gorprrne. I will in a minute. 

(The witness conferred with his counsel.) 

The Cuarrman. You seem to have plenty of help around here. You 
should be able to answer a simple question as to whether or not this 
is the record. 

Mr. Ross. Mr. Chairman. 

The CuatrmMan. Tam asking Mr. Goldfine a question. 

Mr. Rogs. I think he is entitled to help, Mr. Chairman, under the 
rules. 

The CuarrmMan. What question are you raising ? 

Mr. Rozz. Nothing. I just thought that perha ups the chairman was 
implying some criticism because he was consulting with people who 
know the facts. 

The Cuaiman. I am stating the fact that he has a very simple 
question asked. 

Mr. Ross. I am trying to give a straight answer, Mr. Chairman. 

Mr. Bernarp Gortprine. The only bill that I have here which shows 
that Governor Adams was there the 23d, 24th, and 25th—I don’t see 
any bill unless you have another one which you have not shown me, 
Mr. Lishman, that I was there at that time. I think I was, but I wish 
you would show me the other bill so that I could give an honest answer. 

Mr. Lisuman. I will show you the bill showing that you were there. 

Mr. Bernarp Gorprine. I will be glad to see it. If you showed 
me both bills the first time I wouldn’t have kept you waiting for an 
answer, Mr. Lishman. I certainly was there. If you gave me both 
the bills you would have a quick answer. 
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Mr. LisHman. Well, Mr. Goldfine, may I have those bills back, 
please ? 

(The documents were handed to counsel.) 

Mr. Harte. What is the amount ? 

Mr. Lisuman. $1,620.63. 

Mr. Bernarp Goutprine. For whom ?/ 

Mr. LasumMan. That is for everyone. 

Mr. Bernarp Gotprine. Who is the “everyone” ¢ 

Mr. LisHMan. Well, it is your bill. I hope you will tell me who 
they were. 

Mr. Bernarp GoLpFine. You do not infer that it is a bill for $1,000 
for Governor Adams, Mr. Lishman. You said for everyone. Who's 
the everyone ¢ 

Mr. Lisuman. I will hand it back to you and ask you. 

The CuHairmMan. Just a minute. We have the information. Some- 
body certainly can identify it and explain what it is. 

Mr. Goldfine, if you could do that you may have the privilege. 

Mr. Bernarp Govprine. I think I can, Mr. Chairman. 

The Cuamrman. You may have that privilege. 

Mr. Lisuman. I will state for the record that the bill for Mr. 
Adams shows $96.75 was a credit of $49.35. 

Mr. Bernarp GoupFine. Can I have my bill, too? 

(The document was handed to the witness. ) 

Mr. Rogs. There is a question pending, Mr. Lishman. 

Mr. Lisuman. Mr. Goldfine wanted to be able to tell whom this bill 
covered. 

Mr. Ross. He can tell you about this meeting if you want to ask him. 

Mr. Lisuman. That is what I want to ask him. 

The CuHarrman. Mr. Goldfine, do you identify the hotel records, 
the bills that you have before you / 

Mr. Bernarp Gouprine. Yes, Mr. Chairman. 

The Cuatrman. Are those true and correct ? 

Mr. Bernarp Gouprine. Those are correct. 

The CuairmMan. Let it be included in the record. 

Mr. Bernarp GoupFine. I would like to explain it if I can. 

The CHatrman. You have the privilege of explaining it. 

Mr. Bernarp Goutprine. Thank you, Mr. Chairman. 

During that time while Governor Adams was there with Mrs. 
Adams and I was there with Mrs. Goldfine for a longer period, I had 
invited about seven or eight people that I do business with, some of 
my very big accounts. 

They were my guests there at the hotel and I can name you most 
of them if you would like to know. They were not in political life. 
IT had Mr. and Mrs. Goldman there, of New York. I had Mr. and 
Mrs. Meisner, of New York, the head of the Meinhardt Co. 

I had Mr. and Mrs. Gree nberg, of New York, and there was Gov- 
ernor Adams and Mrs. Adams and Mrs. Goldfine and myself and one 
other couple which I don’t remember at the moment and I think I 
had Mr. and Mrs, Beal, formerly buyer for Sears, Roebuck, and they 
were my cuests and during that time Governor Adams and Mrs. Adams 
happened to be in New Y ork at the Waldorf and I asked them if they 
wouldn’t come in and join us and have dinner and they did decide 


to do that. 
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That was at the Waldorf. That is why this bill, as you see, amounted | 


to the amount of money that it did, but as far as Governor Adams | 


and Mrs. Adams’ bill, the bill that you have here speaks for itself. 
They were only there 2 days and the bill was $90 less some credit. 

The Cuatrman. Mr. Goldfine, did Governor and Mrs. Adams go up 
especially for this party to meet you and your group there? 

Mr. Bernarp Gouprine. No, sir; they did not. 

Mr. Lisuman. Mr. Goldfine, going back to the December 23 and 24 
meeting at the Sheraton Plaza in Boston, did Mr. Adams make a long- 
distance call to anyone in the Federal Trade Commission from the 
hotel in your presence ? 

Mr. Bernarp Gotprine. Not to my knowledge. 

Mr. Lisuman. Did he make any long-distance calls from the hotel 
in your presence at that time ? 

Mr. Bernarp Gouprine. He might have made calls, but I don’t 
remember any in my presence. 

Mr. Lisuman. At that meeting on January 23 and 24, 1954, at the 
Waldorf Astoria, did you discuss with Mr. Adams any of your prob- 
lems with the Federal Trade Commission ? 

Mr. Bernarv Gotprine. No, sir, not tomy knowledge. 

Mr. Lisuman. Do you know that, early in February, Mr. Adams’ 
secretary called the Federal Trade Commission to inquire about the 
case in the Northfield Mills matter? 

Mr. Bernarp Gouprine. No, sir: I don’t know anything about them 
except what you give me. 

Mr. Listsman. And do you know that on February 38, 1954, David 
Murchison, assistant to Chairman Howrey, called Mr. Harvey 
Hannah, the Chief of the Wool Division, about this matter. 

Mr. Bernarp Gouprine. No, sir; I do not. 

Mr. Lisuman. When were you notified that this misbranding matter 
had been settled by the Federal Trade Commission ? 

Mr. Bernarp Go_pFInE. When was I notified ? 

Mr. Lisuman. Yes. 

Mr. Bernarp Gotprine. It was previous to the letter of December 
4. I had understood that the matter had been straightened out, and 
T was anxious to know what prompted that letter on December 4 
and I turned it over to Governor Adams at some later date. 

Mr. Lisuman. Now I am going to again refresh your memory 
by reading from Mr. Adams’ letter of June 12, 1958, to the Chairman. 

Mr. Bernard GoLpFine. June 12 when? 

Mr. Lisuman. June 12, 1958. 

In this letter on the second page, Mr. Adams states that as a result 
of his call to Mr. Howrey, “Mr. Howrey prepared a short memo- 
randum which I passed along to Mr. Goldfine.” 

That memorandum is enclosed and it is dated January 4 so it could 
not have been settled before January 4. 

You say this case had been settled previous to December 4. 

Mr. Bernarp Gorprinr. May I see that letter, the copy of that 
letter that Mr. Howrey enclosed, from Governor Adams, please ? 

Mr. Lisuman. Mr. Goldfine, I hand you photostatic copies of the 
letter dated June 12, 1958, from Mr. Adams to the chairman of this 
subcommittee, together with the photostatic copy of the enclosed 
memorandum dated January 4, 1954, from Mr. Howrey of the Federal 
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Trade Commission to Mr. Adams, in order to enable you to refresh 
your rec ‘ollection on this matter. 

(Documents handed to witness. ) 

The Cuarrman. Will you read the question ? 

(Record read.) 

Mr. Lisnman. Do the papers handed to you refresh your recollec- 
tion as to when this misbranding case was settled with the Federal 
Trade Commission ? 

Mr. Bernarp GotpFine. No,sir. It does not. 

Mr. Lisuman. Do you still state that the matter had been settled 

rior to December 4, 1953 ? 

Mr. Bernarp Goutprine. I had understood that and that is one of 
the reasons why I turned that letter over to Governor Adams, of 
December the 4th. 

Mr. Lisuman. What led you to understand that the case had been 
settled prior to December 4, 19532 

Mr. Bernarp Goprine. In discussing it with my son and Mr. 
Titchell. 

Mr. Listuman. Had these gentlemen received any written paper 
from the Federal Trade Commission stating the matter had been 
settled ? 

Mr. Bernarp Gotprine. I cannot answer that because I don’t know, 
Mr. Lishman. 

Mr. Lisuaan. Is it not a fact that the December 4 letter itself states 
that before the matter may be settled certain information must be 
furnished ? 

Mr. Bernarp Gouprine. It probably does. 

Mr. Lisuman. Then, if so, how could it have been settled prior to 
December 4 ? 

Mr. Bernarp Goiprinre. That is the way I understood it, Mr. 
Lishman. 

Mr. Lisuman. Well, the December 4 letter, on its face—— 

Mr. Bernarp Gorprine. The thing that bothered me and my son 
when he turned it over was what prompted that letter of December 4, 
because we had understood that the matter had been settled already 
or was straightened out. 

Mr. Lisuman. I will read into the record from Mr. Adams’ letter 
to Mr. Harris of this committee: 


About a month later 


and he is referring to a month after the end of December, of the latter 
part of December— 

About a month later before sending the Howrey memorandum to the central 
file, my secretary called Mr. Howrey’s office to inquire whether or not the matter 
was still current. She was informed that 2 weeks previously the company had 
agreed in writing to comply in every respect with the requirements of the Wool 
Labeling Act and that hence the matter was closed. 

Now, when you discussed this matter with Mr. Adams, did you “ 
him that the matter had already been settled prior to Dec ember 
1953 ? 

Mr. Bernarp GoupFiIne. I don’t remember what I told him. All T 
can tell you was that I turned that over to him and I wanted to know 
what prompted that letter as a result of what had happened previous 
to December 4, Mr. Lishman. 


+ , 
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Mr. Lisuman. According to Mr. Adams’ letter, and we must assume | 


it is correct, this case was settled 2 weeks previously and it would 
appear that ‘that date was approximately at or about the time of the 


January 19, 1954, letter. 
Mr. Bernarp Gouprine. I don’t know what you 


are driving at. 


Mr. Lisuman. I am attempting to show that this matter was settled 
as a result of your visit and call on Mr. Adams in a manner that is not 
customarily followed at the Federal Trade Commission. 

I have asked you if you can produce any writing from the Federal 


Trade Commission telling this matter was settled. 


Mr. Bernarp Gouprine. I don’t have to produce it in writing if the 


understanding was that Mr. Titchell and my son 


had been in touch 


with some of the FTC. It wouldn't actu: uly have to be in writing if 


it was a gentlemen’s understanding. 


Mr. Lisuman. On January 19, you wrote a letter to the Commis- 
sion, or your company did. W hy did you write that letter if the 


matter had alr eady been settled ? 


Mr. Bernarp Gotprine. Who is the letter signed by ? 


Mr. Lisuman. By aman whom you have already 


previously testified 


was your attorney, member of your staff, Mr. Titchell. 

Mr. Bernarp Gorprine. I would like to summon him and let him 
answer that. I can’t tell you what he wrote and why he wrote. 

He had full responsibility and I presume he did what he thought 


was right. 
Mr. Lisuman. Now, Mr. Goldfine, isn’t it a fact 





Mr. Bernarp Gotprine. Mr. Lishman, my son tells me, if the chair- 
man doesn’t mind, that he can answer that question. He knows more 
about it and I really don’t. That is why I answered the way I did, 


Mr. Chairman. 


The Cuairman. I think it would be a simple matter just to read the 
last paragraph of the memorandum which Mr. Adams obtained from 
the Federal Trade Commission and which was turned over to you. 


It speaks for itself. 


I suggest, Mr. Counsel, that you do that and the record can state 


just what occurred. 


Mr. Lisuman. In the last paragraph of the January 4, 1954, letter 


of Mr. Howrey to Mr. Adams, and I quote: 


Mr. Hannah advises me that if Northfield will give adequate assurances that 


all their labeling will be corrected the case can be closed on what we eall a 


voluntary cooperative basis. 
So on January 4, the Chairman of the Federal 


Trade Commission 


was proceeding on the basis that the case had not been closed. Yet 
Mr. Goldfine has testified that the case was settled and closed prior to 


December 4, 1953. 


Mr. Bernarp Goxuprine. As I told you a while ago, my son can 
answer that. He is right here and I wish he would answer that, if 


the chairman doesn’t mind. 


The Cnarrman. We would like to have any explanation that could 
be given of it. It seems to me the record is very clear as to what the 


facts are. 


Mr. Maxwe.zu Gouprine. Mr. Chairman and members of the com- 


mittee, and Mr. Lishman, the matter, as far as we 
been settled with the Robert Lawrence Co., on 


are concerned, had 
a voluntary basis. 
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What happened evidently was the fact that after we had agreed with 
the Commission that this matter had been settled the Stratbury case 
came along about the same time, and the case was evidently reopened. 

I believe, if you check into the records, you will find it as such, and 
that is what finally prompted the Titchell letter of January 19, 195 4. 
In other words, one matter was settled with Robert Lawrence, and 
then the case was reopened, and then resettled again at a later date. 

Mr. Lisuman. Well, Mr. Goldfine, isn’t it a fact that, instead of 
complying with the December 4, 1953, letter and instead of complying 
with the law in the future, as promised by the letter of January 1954, 
your company was emboldened by Mr. Adams’ successful intervention 
in your behalf to commit even more flagrant violations of the Wool 
Labeling Act? Isn’t that a fact? 

Mr. Bernarp GOuLprine. It is not. 

Mr. Lisuman. Is it a fact that early in 1954 Lebanon Woolen Mills 
sold to Brookshire Woolen Co. of Los Angeles a fabric labeled as 100 
percent camel’s hair which, in fact, contained only 65 to 75 percent 
camel’s hair and the balance wool? 

Mr. Bernarp Gouprine. No, sir. 

Mr. Lisuman. Mr. Goldfine, in order to refresh your recollection 
on this, lam going to read from an official report of the Federal Trade 
Commission dated March 13, 1956, which states, in part 

Mr. Rops. May we have the page number on that, Mr. Lishman ? 

Mr. LisumMan. Page 3. 

Where did you obtain this copy of the Federal Trade Commission 
report, may I inquire? 

4 fay I inquire where you obtained a copy of this particular report 
of the Federal Trade Commission ? 

Mr. Rops. I think it is a part of the official record of this hearing, 
Mr. Lishman. You put it in evidence. 

Mr. Wituums. Mr. Chairman, that did not answer the question as 
to where he got this document. 

Mr. Lisuman. Did you obtain it at the Federal Trade Commission ? 

Mr. Bernarp Gouprine. I can’t answer that question. I would like 
to have somebody else that knows all about it answer it. 

The CuHarrMan. You you know? 

Mr. Bernarp Gouprine. I don’t know anything about it, Mr. Chair- 
man. It’s the first time I heard of it. 

Mr. Wituiams. Mr. Chairman, may I ask the counsel a question off 
the record ? 

(Discussion off the record.) 

Mr. Lisuman. This is an internal memorandum of the Federal 
Trade Commission. 

Mr. Rors. It was introduced in evidence at this hearing, Mr. Wil- 
liams, by Mr. Lishman as part of the official record of the hearing. 

The Cuamrman. Proceed with your question, Mr. Lishman. 

Mr. Lisuman. On page 3, as part of this report, it is stated: 





Mr. Propert found that the San Francisco manufacturer was using fabrics 
from several sources and obtained three sample swatches of material. including 
Goldman Exhibit D, label “100 percent camel hair,’ which had been purchased 
from Brookshire Woolen Co., Los Angeles, Calif., and Goldman Exhibit F, 
labeled “75 percent wool, 25 percent camel hair” which had been received from 
Maxwel! Shapiro Woolen Co., of Boston, Mass. These swatches of material were 
turned over to the Commission laboratory for analysis, and the laboratory 
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technician reported that Goldman Exhibit D contained approximately 65 per. 


cent to 75 percent camel hair and from 30 percent to 35 percent wool, while | 
Goldman Exhibit F contained approximately 90 percent wool, 10 percent cash- 
mere, with no camel hair apparent. Goldman Exhibit F from another source 
appeared to be properly labeled. 

The matter of the Brookshire Woolen Co. fabric was referred to Edwin H, 
Anderson, the representative of the wool division in Los Angeles, Calif., and on 
September 22, 1954, Mr. Anderson called on this firm. The questioned fabric 
swatch contained in Morris Goldman Manufacturing Co., Ltd., in San Francisco, 
identified as “Goldman Exhibit D,’’ was from fabric style 81, piece No. 3956, 
labeled as “100 percent camel hair.” Mr. Anderson found that the Brookshire 
Woolen Co. was a selling agent for Lebanon Woolen Mills Corp., and the ques- 
tioned material was from this mill, fabric style 81, and labeled by the manv- 
facturer as “100 percent camel hair.” 

Is that correct ¢ 

Mr. Bernarp Gouprine. Mr. Lishman, my son, who is right here, 
who is posted on that, can answer that and straighten the w hole matter 
out. 

The Cuatrman. Mr. Goldfine, in response to a question by Mr. Lish- 
man a moment ago, when he asked you if this was a fact, you said no, 
it was not. 

Mr. Bernarp Gouprine. I don’t know much about that. It’s the 
first time I heard of it. How could I answer otherwise, Mr. Chair- 
man ¢ 

The Cyatrman. I should think you would very well know what you 
are saying when you answer a question so positive as that. 

Mr. Bernarp Gotprine. What I meant, Mr. Chairman—l really 
am not posted on that. That is not my department. My son is right 
here, and he can answer it. 

The CuarrmMan. Well, you answered it categorically when it was 
asked you that that was not the fact, and now the counsel has read 
you the record of the Federal Trade Commission. 

If you have any further explanation you want to make of this and 
your previous answer, you may have the privilege to do it. 

Mr. Bernarp Gorprine. I still say what I said, that my son is right 
here now, who knows all the facts—this Brookshire Woolen C orp. and 
mills—is ‘right here now; has been sworn in, and he can answer it and 
straighten the matter out and give Mr. Lishman what he wants. 

The Cuatrman. What you are saying is you do not know any more 
about it than what you have already s: aid. 

Mr. Bernarp Gotprine. That is right, Mr. Chairman. 

The CuarrmMan. All right. Your son, then, may explain. 

Mr. Bernarp Gouprine. Thank you. 

Mr. Mack. Mr. Chairman, I would like to have his son explain 
where he got a copy of that report. 

Mr. Maxwetu Gouprine. I received that from Mr. Robb. 

Mr. Mack. Where did Mr. Robb get a copy of the confidential 
report from the Federal Trade Commission ¢ 

Mr. Ross. I got it from the Federal Trade Commission after Mr. 
Lishman had introduced it in evidence in this heari ing, and T thought, 
since he put it in evidence against us, we certainly had the right to see 
it,and I still think so. 

The Cuamman. Mr. Goldfine, your father has said, in answer to the 
question of Mr. Lishman, that that allegation was not correct. Mr. 
Lishman has read into the record the report of the Federal Trade 
Commission. Your father said you had an explanation for it. 
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Mr. Maxwe.i Gouprine. That is correct, Mr. Harris. 

The CuarrMan. All right, you may proc eed to explain. 

Mr. MaxweE.u Gouprine. The report that Mr. Lishman has read into 
the record is incorrect for the following reason: There are no qualified 
experts to test this fabric, and I refer you to your own page 26 in the 
report of Mr, Canavan, and I would like to read: 

Mr. Feeny, who is the technician in the Commission laboratory, is a chemist 
by profession and not a microscopist, although his analysis of fabrics through 
experience is usually quite accurate. However, he could not qualify as an ex- 
pert in this field, and, therefore, if this case is to be tried, the samples to be used 
as evidence should be analyzed by a qualified microscopist. 

I would like to say a few more things, Mr. Harris, if I may, in an- 
swer to this question. 

First of all, the fabric was 100 percent camel hair. Secondly, if you 
were to test that fabric in five different laboratories you could get five 
different tests. It would be very possible to get five different tests. 

I would like also to explain further, if we may go over this report, 
to show many of the inaccuracies in this report and bring to light some 
of the things that we are accused of doing which in ac tuality are not 
the case 

Mr. LisH wan. Just a moment. We will go into this report at the 
get piece. 

The Cuamman. Mr. Goldfine, we have had a great deal of testi- 
mony before this committee in connection with the textile ] abeling bill, 
with the wool labeling bill, and with the fur labeling bill. We have 
some knowledge from these hear ings. 

Are you saying to this committee that five different laboratories 
could run a test and you would not get the same test except for slight 
tolerances ¢ 

Mr. Maxwe.i Gorprine. It is very possible, Chairman Harris, to 
get different tests from different 1]: iboratories on different fabrics and 
particularly on fur-fiber fabrics that are listed in this particular re- 
port of Mr. Canavan. 

The CHarrmMan. You mean to the degree of 65 to 70 percent as 
against the 100 percent? 

Mr. Maxwe.t Gouprine. Oh, yes; oh, yes. 

The CHarrMAN. And laboratories would run tests and there would 
be that much difference? Are you testifying to this committee on 
that ? 

Mr. Maxwett Gouprine. Yes: I will, Mr. Harris. 

Mr. Lisuman. Well, Mr. Goldfine, is it a fact that early in 1954 the 
Strathmore Woolen Co. sold to Maxwell Shapiro Woolen Co. a fabric 
represented as 75 percent wool and 25 percent camel’s hair which, in 
fact, contained no camel's hair whatsoever ? 

Mr. Maxweui Gouprinr. What are you referring to, Mr. Lishman ? 

Mr. Lisuman. I am asking you whether that is a fact. 

Mr. Maxwewii GoLprine. W ill you tell me what you are referring 
to? 

Mr. Lisuman. I am asking you whether it is a fact. You can get 
your own answer. I am not assisting you in your answer. 

Mr. Maxwewt Gotprine. I don’t expect you to assist, but if you can 
tell me where you are referring to this report, I ean very easily answer 
your question. 

Mr. Listman. Mr. Chairman, I am asking a question. 
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The Cuairman. Do you understand the question ? 

Mr. Maxwe.t Gotprine. Please repeat the question. 

Mr. Lisuman. Is it a fact that early in 1954 Strathmore Woolen 
Co. sold to Maxwell Shapiro Woolen Co. a fabric represented as 75 
percent wool and 25 percent camel’s hair which in fact contained no 
camel’s hair whatsover ? 

Mr. Maxweti Gowprrne. Is it a fact that the Strathmore Woolen 
Co. sold the fabric that was camel hair and wool, but I would not 
answer that question as to whether or not it did not have the proper 
content until you can give me the data. 

The Cratraan. Do 3 you know whether or not that is true? 

Mr. Maxwett Gotprine. Whether or not they sold the fabric? 

The Cuatrman. Do you know whether or not it is true? 

Mr. Maxwett Gorprine. No, I don’t know, Mr. Harris. 

The Cuatrman. Then you do not know whether that is true or not? 

Mr. Maxwett Gouprine. I donot know. Iamsorry. 

Mr. Lisuman. Now, with respect to the misrepresentation of 
guanaco, was this misrepresentation due to the fact that the mill had 
purchased fiber stock represented as 100 percent guanaco contained 
only a small percentage of guanaco? 

Mr. Maxwett Gortprine. Would you be kind enough to repeat the 
question, Mr. Lishman ? 

(The pending question was read by the reporter.) 

Mr. Maxweti Goiprinre. Yes, Mr. Lishman, I would answer yes 
to that question in part, but I cannot answer directly. I would have 
to go into an explanation. 

Mr. Lisrmman. Please explain. 

Mr. Maxweti Gouprine. All right. I would like to refer you to 
the Federal Trade Commission’s report of Mr, Canavan of March 13, 
1956, Bureau of Litigation. 

(The witness conferred with his counsel.) 

Mr. Maxwe.i Gouprine. In answer to your question, Mr. Lishman, 
I would like to explain one thing here. The content, the final content 
of a fabric which was supposed to be 60, 70, or 80 percent guanaco 
in some instances and the balance wool in some cases, contained a 
small percentage or percentages of rabbit hair. 

The mill was instructed to make the goods in accordance with the 
label that we so affixed to the fabric. As far as the final content of 
the goods is concerned, I would now like to go into the Canavan report 
at length if we could, to show you the various areas of mistakes that 
exist in this report. 

Mr. Lisuman. I think you will have an opportunity at that later. 
I have a list of questions which I want to continue with which will 
not necessarily involve the Canavan report. 

Is it a fact that in 1954 Northfield Mills sold to Habery, Levy, Inc., 
a New York coat manufacturer, a fabric labeled “70 percent guanaco, 
30 percent wool and other precious fibers,” which according to the mill 
records of Northfield Mills showed the fiber content of this fabric 
to be 20 percent rabbit hair, 30 percent alleged guanaco, which con- 
tained only a small proportion of guanaco and 50 percent wool? Is 
that a fact ? 

Mr. Maxwetzi Gorprine. I already answered that question, Mr. 
Lishman. I just explained that to you. 
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Mr. Lisuman. Isthata fact or not? 

Mr. MaxwecL GoLpriIne. Yes. 

Mr. Lisuman. Did you make the sale ¢ 

Mr. Maxwetu Gouprine. That isa fact. 

Mr. Lisuman. Wasthe fabric so labeled ? 

Mr. Maxwe.u Gouprine. Was the fabric so labeled ? 

Mr. Lisuman. “70 percent guanaco, 30 percent wool and other 
prec ‘ious fur fibers.” ; 

Mr. Maxwetut GoupFine. Yes; it was. 

Mr. Lisuwan. Do the mill records of Northfield Mills show that 
the content was 20 percent rabbit hair, 30 percent alleged guanaco, 
and 30 percent wool ¢ 

Mr. Maxweuui Gouprine. I would assume that that would be so. I 
do not know, but I would assume if you say so that it would be such. 

Mr. Lisuman. Is it a fact that in 1954 Northfield Mills sold to Ar- 
thur Doctor, a ladies’ coat manufacturer, in New York, a fabric labeled 
“60 percent guanaco, 40 percent wool and other precious fur fibers,’ 
where the records of Northfield Mills showed the actual content of 
this piece to be 20 percent rabbit hair, 30 percent alleged guanaco, and 
50 percent wool 4 

Mr. Maxwe.tzt Gouprine. Yes, Mr. Lishman, that is a fact and I 
want to qualify my statement right in here. 

Of the 1 million yards of fabric th at we produce in Northfield Mills 
a year, there is possibly 15 pieces of alti that is listed here on your 
report which you are going to refer to that came out of Northfield 
Mills and was not labeled properly—15 pieces, about 1,500 yards, out 
of 1 million yards of cloth. 

That is what you are emphasizing. As far as the rabbit hair that 
is included in these pieces of cloth, Mr. Lishman, the mill was in- 
structed to make the fabric as a 60, 70, or 80 percent guanaco as I so 
stated and if an error Was made at the mill, which is very humanly 
possible and could happen on 15 pieces of cloth or a thousand yards—— 

Mr. ee: v. Is it a fact that Northfield Mills sold to Jack Tir- 
nauer, Inc., a New York fabric jobber, a fabric labeled as containing 
(0 percent guanaco, 3V0 percent wool, and that according to the records 
of Northfield Mills this fabric contained 20 percent rabbit hair, 30 
percent alleged guanaco, and 50 percent wool ¢ 

Mr. Maxwexui Gouprine. Mr. Lishman, it is a fact: that is one of 
the pieces that I am referring to. 

In other words, of the 1,000 or 1,500 yards of cloth referred to 
here out of a million yards of cloth that Northfield produces, this 36 
page report from Mr. Canavan- 

Mr. Lisoman. We will come to Mr. Canavan’s report in due course. 

Is it not a fact that Northfield Mills in 1954 sold to Hi: ibley, Ine., 
a New York coat manufacturer, a fabric labeled as 70 percent guanaco 
and other prec ious fur fibers, 30 percent wool, and that the records of 
Northfield Mills, Inc., showed the actual fiber content of that fabric 
to be 20 percent rabbit hair, 30 percent alleged guanaco, and 50 percent 
wool ’ 

Mr. Maxweti Gouprine. You are referring to the same type of 
goods under different style numbers, Mr. Lishman, the same type, 
same problem that you have already stated. 

32090-—59—pt. 11——--16 
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Mr. LisuMan. Isita fact? 

Mr. Maxwett Gouprine. It is. Itisa fact. 

Mr. Lisuman. It is mislabeling. 

Is it a fact that in 1955 Northfield Mills sold to Ashley Fashions, 
Inc., New York City, fabrics labeled as 15 percent guanaco and 85 
percent wool, which contained only 2 or 3 percent guanaco and which 
did not contain as much as 15 percent of the alleged guanaco stock? 

Mr. Maxwe.tz Gorprtne. I would have to check the record there, 
Mr. Lishman. 

Mr. Lisuman. We would be glad to have the record checked and the 
answer supplied at the proper time. 

You may supply that for the records in a letter, if you wish. 

Is it a fact that in 1955 Northfield Mills sold to Modern Deb, a ladies’ 
cotton manufacturer in New York, a fabric labeled 90 percent wool, 
10 percent cashmere, which in fact contained approximately 95 percent 
wool and 5 percent cashmere, rabbit hair and nylon ? 

Mr. Maxweti Govprine. That is not a fact. 

Mr. LisuMan. Is it a fact that in 1955 Lebanon Woolen Mills sold to 
Trylon Coat Co. of New York City a fabric labeled 10 percent guan- 
aco, 90 percent wool, which in fact contained 95 percent wool and 5 
percent guanaco / 

Mr. Maxweuu Gouprine. Not to my knowledge, Mr. Lishman. 

Mr. LisuMman. Is it not a fact that in 1955 Lebanon Woolen Mills 
Corp. sold to Weinstein Coat Corp. of New York City a fabric labeled 
10 percent guanaco and 90 percent wool which in fact contained less 
than 3 percent of the alleged guanaco stock which you had previously 
learned contained very little guanaco? 

Mr. Maxweu, Gouprtve. Not to my knowledge, Mr. Lishman. 

Mr. Lisnaan. Did not the mill records show that the w arp fibers of 
the fabric consisted of 90 percent wool and 10 percent rabbit hair and 
the fill yarn 90 percent wool and 10 percent, 225 pounds guanaco from 
lot 4330 purchased from Northfield Mills? 

Mr. Maxwe.t Gotprine. I would like to see the records, Mr. Lish- 
man, the raw materials records, please. 

Mr. Lisuman. We will have it for you in a minute. 

The Cuarrman. Can you answer the question of your own knowl- 
edge, Mr. Goldfine?, Of your own knowledge, can you say whether or 
not that is true ? 

Mr. Maxwetit Gouprine. No, I can’t, Mr. Harris. 

(The witness confers with his counsel. ) 

The Cuatrman. The committee will be in order. 

Mr. Lisuman. Mr. Goldfine, I will hand you this and I ask you to 
look only at certain pages in this which is the report of the Federal 
Trade Commission. 

I would like to have you look at page 5 and also look at the exhibits 
attached to this which include photost: itic copies of mill records in- 
volved and see if that refreshes your recollection. 

( Documents handed to witness. ) 

The Cuarrman. Are you able to answer the question / 

Mr. Maxwe.i Govprine. Mr. Chairman, I am able to answer but I 
will need a little time to read this over. This is a highly technical re- 
port and IT would like to be able to read it through thoroughly. 

The Cuairman. Of course, you may have the privilege of reading 
it through thoroughly but I thought when you were called up here that 
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you were familiar with what was going on in this company and you 
could readily give the answers. 

I do not mean to imply that you are deliberately refraining from 
answering the questions but it is rather unusual that you are not more 
familiar with your own business. 

Mr. MAxweti Gouprine. Mr. Chairman, as I said before, out of a 
million yards of cloth, we are talking here of about a thousand yards 
or 1,500 yards of cloth which Mr. Lishman is referring to and each 
piece of cloth has a very extensive record that goes with it. 

Mr. Moss. Mr. Chairman, I wonder if I might interrupt there? 

As long as we have had it maintained here that we are discussing 
only 1,500 yards of cloth in these instances, I think it would now be 

roper that the committee be supplied with the precise yardage in each 
instance rather than the general statement as to how many yards. 
That would indicate in the 15 instances that there was no more than a 
hundred yards of cloth involved in each. 

I think that record should now be complete. 

Mr. Maxweuu Gouprine. Mr. Moss, I believe Mr. Lishman has all 
that information right in front of him. 

I would assume that the report 

Mr. LisomMan. We do not have this information. The inspection 
reports and other data that we have were obtained from swatches 
talen by the Federal Trade Commission investigators at the various 
mills including mills of Mr. Goldfine. 

Mr. Maxwett Gotprine. Mr. Moss, I don’t quite understand what 
it is you want. Do you want mill records pertaining to this? 

Mr. Moss. I again make it very clear and very brief. You have 
indicated we are “talking of 1,500 yards of cloth. I would now like 
the exact records so that we know ex: actly how many yards of cloth 
we are discussing, the full mill production of each type of material 
which has been discussed in connection with this report. 

Mr. Maxwetit Govprine. That requires getting the mill records, 
Mr. Moss. 

Mr. Moss. I recognize that and that is precisely what I want. 

Mr. Maxwett Gouprine. Yes, sir. 

The Cuarrman. When can you get them ? 

Mr. Maxweit Gorprixe. Well, I can have them next week. 

The CuatrMan. You were advised or, that is, your father was ad- 
vised 2 weeks ago to have the records. 

Mr. Maxwe.u Gouprine. Not these records, to my knowledge, Mr. 
Chairman. 

The Cuamman. The wire that went to your father asked him to 
bring all the records regarding these matters under investigation. 

Mr. Maxwett Goupriye. Mr. Chairman, it would be “physic ally 
impossible to bring all the records pertaining to a million yards of 
cloth down here. It we were to bring every record we had in the mill 
pertaining to cloth that we make it would be physically impossible 
and this data that is asked for goes back some time. ‘This requires 
quite a bit of checking. You will find even with the Federal Trade 
Commission it takes a substantial length of time to check through 
records to get the pertinent information. 

The Cuatrman. As I understand the question asked you so far is 
about what happened in 1953 and 1954. 
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Mr. Maxwextt Gowuprine. That is true, Mr. Chairman, but Mr. 
Lishman has handed me a highly technical report in regard to the 
blending of a fabric in the manufacture of the fabric. No one can 
just glance this over in a minute or two and tell you whether it is 
correct or incorrect. 

I am assuming that this is correct but I would like to look it over 
and spend a little time on it. 

The CHatrian. I appreciate that, but it seems to me that you 
ought to be familiar enough with the business and your operations 
and what has come before - you from the Federal Trade Commission 
that you could say whether or not these things are true. 

If they are true, say so, and if they are not true, say they are not true. 

Mr. Maxwery Goprine. I would like to answer you that way, Mr. 
Harris, but I would have to look it over. 

The CuarrMan. It is now 12 0’clock. 

The committee will adjourn until 1:30, at which time we will come 
back and resume the hearings during general debate of the legislation 
before the House. 

(W a ig at 12 noon, the committee adjourned until 1:30 p.m., 
this same day. 

AFTERNOON SESSION 


The Cuatrrman. The committee will come to order. 

In resuming the hearings this afternoon in connection with the 
matters under investigation, Mr. Goldfine, you were being interrogated 
by the chief counsel with reference to the record of your company or 
certain of your mills with the Federal Trade Commission, and it was 
assumed that we would take up where we left off this morning. How- 
ever, you will recall at the outset of the hearing this morning you were 
to advise the Chair when the checks referred to and the information 
regarding those checks were available in order that that part of the 
hear ing, which was started last week, could be cleared up. 

I think prob: ably it would be appropr late now to LO into that matter 
at this time. And, Mr. Reporter, it may be re »ported in the record at the 
appropriate place referred to this morning prior to the other records 
so we have the continuity insofar as the record is concerned. 

Do I understand you have the information with reference to the 
treasurers’ notes and certified checks which were referred to in last 
week’s hearings, Mr. Goldfine ? 


TESTIMONY OF BERNARD GOLDFINE, NEWTON CENTER, MASS:.: 
ACCOMPANIED BY MILDRED PAPERMAN, TREASURER, BOSTON 
PORT DEVELOPMENT CO.; SAMUEL P. SEARS AND LAWRENCE R. 
COHEN, ATTORNEYS AT LAW, BOSTON, MASS.; AND ROGER ROBB 
AND WILLIAM A. PORTER, ATTORNEYS AT LAW, WASHINGTON, 
D.C.—Resumed 


Mr. Bernarp Gortprine. Yes, Mr. Chairman: yes, sir. 

The Cuamman. Do I understand that you now wish to explain to 
the committee, as you indicated that you would last week? 

Mr. Bernarp Gotprinr. Yes, sir, Mr. Chairman. 

I would like to hav e Mr. Sears sit down here. 

The Cuatrman. The record shows, of course, those who are assist- 
ing you and advising you and who are available for consultation. The 
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record shows that your attorneys are with you, Miss Paperman and 
your son. But I observe some others are here participating, and I 
think that the record ought to show just who is participating in this 
hearing with you, Mr. Goldfine. 

Mr. Ross. Do you wish me to state that, Mr. Chairman? 

The CHAIRMAN. Yes, so the record is clear on that. 

Mr. Ross. Next to Mr. Sears is Mr. Lawrence Cohen of Boston, 
Mass., attorney. And previously sitting in that seat was Mr. Lester 
Lazarus of the New York bar, who is familiar with the Federal Trade 
matters which you were discussing. 

The CuHatrmMan. Very well. You may proceed then, Mr. 
Goldfine. 

Mr. Bernarp GoLpFINE. Mr. Chair man, I have done my best to get 
you an answer about the treasurer’s checks and certified checks and to 
give you the facts so far as they are pertinent to this inquiry and I can 
tell you this: The list furnished to the committee by the bank shows 
that on May 7, 1958, there were outstanding treasurer’s checks and cer- 
tified checks purchased by my companies in the amount of $776,879.16. 

Some of these checks, amounting to $89,035.89, were purchased in 
1941, 1942, and 1943, at least 15 year ago. 

[ just don’t recall what was done with them and we have no records 
going b: ack that far so I haven’t been able to find out. 

Since May 7, 1958, we have deposited in our company accounts : 
number of the remaining checks amounting to $395,571.86. 

Between the time they were issued and the time we deposited them, 
we held the checks ourselves. 

Here are photostats of these checks amounting to $232,369.44. 

You can see that these were never used until we put them back in 
the bank. We have recently deposited others of these checks amount- 
ing to $152,002.27. We don’t have photostats of these. 

I have right have in my hand checks amounting to $209,671.41. 
They have never been used and they have been held by us ever since 
they were issued. 

Another check, check No. 177699, was used by me for business pur- 
poses on April 21, 1958, and here is a photostat of that check. I not 
only have that check but I have a letter from Meinhard, dated May 19, 
1958, which I would like to read, Mr. Chairman. 

Mr. Sears. They want the amount of the check. 

Mr. Bernarp Goutprine. The amount of the check is $50,000 and 
T have photostatic copy, the front and the back. 

Meinhard are factors and they are a subsidiary of the Commercial 
Investment Trust. They are a factor. They factor for some of our 
plants in New York and we have done business with them for a good 
many years. 

I would like to read the letter. 


Mr. BERNARD GOLDFINE. 

Dear BerNarp: I returned to the office today to find your very kind personal 
letter of May 15 together with the letter of April 21, 1958, receipt of which is 
being acknowledged by the return of this copy with my signature on it. I cer- 
tainly was pleased to be able to advise my directors at the meeting this morning 
of the very fine cooperation you are giving us on the matter. 

With kindest personal regards— 


signed by Mr. Charles Harding, Jr., president of Meinhard. 
‘T would like to read the letter that was sent to them on April 21. 








4330 REGULATORY COMMISSIONS AND AGENCIES 


This is sent to Meinhard & Co., Inc., 39 Fourth Avenue, New York 
16, N.Y., re Wilton Woolen Co.: 

GENTLEMEN: Reference is hereby made to that certain letter of guarantee, 
dated April 21, 1956, as confirmed by a letter dated April 16, 1958, whereby the 
undersigned unconditionally guaranteed to you the prompt payment in full of 


all obligations and indebtedness then and thereafter owed to you by Wilton 
Woolen Co. 


In order to assure you the performance of the undersigned’s obligations to 
you under aforesaid letter of guarantee, the undersigned delivers to you herewith 
a treasurer’s check, numbered 177699, Pilgrim Trust Co., payable to Bernard 
Goldfine, and endorsed to your order in the amount of $50,000, the proceeds of 
such check, the security to be held by you in a special account on your books 
entitled “Bernard Goldfine, personal,’ and to bear interest at the rate of 6 percent 
per annum. 

It is understood and agreed that you shall have the right at any time, in your 
sole discretion, to apply all or any part of the security against any of the under- 
signed’s indebtedness obligations to you arising by virtue of the aforesaid 
guarantee, the application of the security as between particular indebtedness of 
Wilton Woolen Co. to be your sole discretion. 

Please acknowledge receipt of the enclosed check and confirm your agreement 
with the foregoing by signing and returning to the undersigned the enclosed copy 
of this letter. 

It is signed by me, Bernard Goldfine. 

There is also the check of the Pilgrim Trust Co., No. 5189, in the 
amount of $30,000, concerning which I have previously testified. 

That leaves these three checks totaling $2,600, and I don’t know what 
happened to them. 

Mr. Chairman, none of these checks were ever used for paying or 
entertaining any Government official or any official’s hotel bills or 
anything like that; and none of them was ever used for collateral by 
any official or politician. 

You can see what I tell you is true by looking at the photostats and 
the checks themselves. 

Now, I think that disposes of the checks, but I would like to read the 
balance. The checks that were outstanding—1941, 1942, and 19438 
checks outstanding amounted to $89,350.89. Deposits May 7, 1958, 
amounted to $395,571.86; checks held, which I have right here in my 
possession, $209,671.41. The Meinhard check, which I have just read 
to you the letter, is $50,000. The Pilgrim Trust Co. check, testified to 
previously, is $30,000. That would make a total of $774,279.16. 

Checks outstanding, which amount to $2,600: there is Brickley, 
Sears & Cole, $2,000; a check to Ham, which I testified was, has passed 
away, $300; and one to James Bruton, who was in my employ and 
still is, for $250. And Ellen Griffin, who was originally a secretary 
to the late Governor Dever and who passed away, $50. That amounts 
to $2,600. Adding that on to $774,279.16 will total $776,879.26. You 
have the 26 cents. 

Miss PapermMan. It should be 16 cents. 

Mr. Bernarp Gouprine. The total is $776.879.16. That is the cor- 
rect amount. 

The CnatrmMan. Does that conclude your statement, Mr. Goldfine? 

Mr. Bernarp Gotprine. Up to the present time, yes, sir, Mr. Harris. 

The CHarrman. The Chair observes that you referred to certain 
photostats. Do you intend to let the committee have the benefit of 
those ? 

Mr. Bernarp Gotprine. Pardon me, Mr. Chairman. I didn’t hear. 

The CuarrmMan. Do you intend to turn those over to the committee 
for the committee’s benefit ? 
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Mr. Bern.rv Gotprine. To have the committee look at them. 

The Cua ian. Yes. 

Mr. Bernarp Gouprine. I intend to have them look at them, cer- 
tainly. The committee can look at anything I have as far as I am 
concerned. 

The CuatrmMan. About the first photostats that you have, does it 
show on the photostats whether they have been negotiated 

Mr. Bernarp Gotprine. I think we have the deposit slips. If we 
haven’t we should have them here, when they were deposited. 

The Cuarrman. What we wanted to find out is, have they been 
endorsed ? 

Mr. Ross. We are going to hand them to you in just a minute. 

The Cuamman. About this $209,671 in liabilities, I do not know 
whether we want to be responsible for that or not. 

Mr. Bernarp Gouprine. I want to entrust the committee with any- 
thing I have. I told you that and that stands as long as it is in the 
committee’s possession. 

The Cuairman. We would like to have the opportunity to have 
some member of the staff sit down with someone that you designate 
to go over them, if that is all right. 

Mr. Ross. Of course, Mr. Chairman, these checks are the same as 
cash, so we want to keep pretty close hold of them. 

The Cuamman. Yes. That is the reason I do not want to be re- 
sponsible for them. I think it would be appropriate to designate who- 
ever has charge of them or custody of them. to sit down with some 
member of our staff, Mr. Ross probably. 

A little later on, when we get into the other matter, I think we can 
arrange to have some photostats made if that is all right with you. 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Bernarp Goiprine. Well, you don’t need any photostats of the 
original checks that I have here which I have brought and they came 
in late last night and that is why we weren’t able, somebody took a 
plane to get them and didn’t arrive until midnight on account of the 
weather last night. 

The CuarrMan. I appreciate that but in order that you may not be 
deprived of them, we can make photostatie copies of them for our use 
and you may have them back. 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Bernarp Goiprine. Well, I don’t think, Mr. Chairman, that it 
would be fair to us to photostat original checks that we have here that 
haven't been deposited. I mean I don’t see the logic. 

The CuatrMan. We will see about that a little later on and try to 
arrive at some satisfactory conclusion on it. 

Mr. Bernarp Gotprine. I thought that we would show them to 
the committee and they can all see what we have in black and white, the 
photostat, the original. 

The CuairrMan. I do not want to get these checks that are, as you say, 
cash right now, scattered among all this crowd here. 

Mr. Bernarp Govprine. I am not worried about it as long as the 
committee looks atthem. There is no more to see. 

The Cnamman. If you hold them then some member of the staff 
‘an sit with someone that you have designated. 
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Mr. Bernarp Gorprrne. I will turn them over to you, Mr. Harris, 
now. As long as they don’t leave our possession and the committee, I 
am satisfied. 

The Cuarrman. We will arrive at some satisfactory solution to that 
problem later on. 

Mr. Lishman, do you have a question ? 

Mr. Lisuman. Are we going to receive photostatic copies of the 
other checks that are not now outstanding ? 

The Cuatrman. I think he has photostatic copies that he is turning 
over to the committee now. 

Mr. Lisuman. That is what I would like. 

Mr. Bernarp Gotprine. We didn’t expect to turn over any photo- 
static copies. We told you we had them here but we do not expect to 
turn over any photostatic copies to you at the present time. 

Mr. Lisuman. How are we going to ascertain whether these checks 
have been used and for what purpose they were used unless we have the 
checks with their endorsements ? 

Mr. Bernarp GoLprine. We will show you the checks. We have the 
photostatic copies. We will show you the originals. We will tell you 
where we stand. 

I have made the statement under oath. That is as far as we intend 
to go. 

The Cuatrman. If you have the checks here and you have the photo- 
stats here and you are presenting them to the committee, that is all we 
want. Let me have them. 

Mr. Rors. Mr. Chairman, here are the photostats which the witness 
identified. 

The Cuarrman. Let me have them. 

( Documents handed to the chairman.) 

Mr. Ross. Here are the live checks, Mr. Chairman. 

The Cuarrman. You keep those for the present time. 

Mr. Ross. I will count them: 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 
14, 15,16,17,18. There are 18 live checks, Mr. Chairman. 

The Cuarrman, Allright. Let me have them. 

(Documents handed to the chairman. ) 

The Cuarrman. Let the record show that with the photostated 
checks, one dated April 4, 1958, for $50,000, check No. 177699, Pil- 
grim Trust Co., pay to the order of Bernard Goldfine, and endorsed by 
Bernard Goldfine, it is a treasurer’s check. Apparently this check 
was cashed May 19, 1959. 

Mr. Bernarp Gotprine. Those checks that you have, I think, Mr. 
Chairman, have not been deposited. They are original checks that 
you have in your possession. 

The CuatrMan. These are the photostats. 

Miss ParermMan. They have not been cashed. It is not a case of 
cashed. They have been deposited and not cashed. There is a differ- 
ence between cashing them. 

The Cuatrman. They are deposited at the bank and charged to 
your account. 

Miss ParerMANn. That is right; but they have not been cashed. 

Mr. Bernarp GoupFine. We have the bankbook and also the deposit 
slip to back up what I said. We have it right here with us to show it. 

The CuatrMan. Let us get it straight. They are deposited in the 
bank and charged to your account. 
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Miss Parerman. Right. 

Mr. Bernarp Gouprine. And giving us credit. 

The Cuarrman. Who purchased the $50,000 check ? 

Mr. Bernarp Gotpringe. Who purchased it? 

The CHarrMan. Yes. 

Mr. Bernarp Goxprine. I don’t know what you mean. They are 
payable to Bernard Goldfine, to me. 

The CuatrMan. You did, yourself ? 

Miss ParermMan. That is right. 

Mr. Bernarp Gorprine. No, that check is payable to me and one of 
my companies, I think the Lebandale Mills. The one, the Meinhard 
you mean ? 

The Cuamrman. Yes. 

Mr. Ross. Mr. Chairman, I think the purchasers are reflected in 
the exhibit which was received in evidence here. Is that not correct? 

The Cuatrman. Is that exhibit in the record ? 

Mr. Ross. Yes,sir. That is just in the interest of time. 

The Cuarmrman. Here is one check, No. 10410. 

(The witness confers with his counsel. ) 

The Cuarmman. Dated March 27, 1957. It is not very clear. Could 
you identify the date ? 

Mr. Rors. Mr. Chairman, are not the dates also shown in your ex- 
hibit? I think they are in the exhibit in the committee’s exhibit from 
the bank. 

(Check handed.) 

Miss PapermMAN. March 22, 1957. 

The Cuarrman. March 22, 1957, on the Pilgrim Trust Co., Boston, 
Mass., the sum of $80,385.35, Northfield Mills, Inc., Bernard Goldfine. 

A certified check from the Northfield Mills, Inc., No. 10409, March 
92, 1957, in the sum of $26,000, Pilgrim Trust Co., Boston, Mass., Ber- 
nard Goldfine. 

Another one, Northfield Mills, No. 9318, dated April 26, 1957, in 
the sum of $44,343.20. 

Mr. Bennett. Mr. Chairman. 

Are all these checks you are reading now made payable to Mr. 
Goldfine ? 

The Cuarmman. We are receiving these for the committee’s infor- 
mation and it shows on the face of each one of them. 

Mr. Bennett. I am afraid you are not going to give the committee 
too much information. While I know the chairman intends to clarify 
the situation, I think he is adding, compounding the confusion that 
Mr. Goldfine has already created. 

The CuatrmMan. You let me get them in the record. Then we muy 
ask all the questions we want. 

Mr. Bennett. May I ask the witness? 

The CHarrman. Yes, Mr. Bennett. 

Mr. Bennett. Is it your position, Mr. Goldfine, that the committee 
may not have the photostatic copies of these checks that the chairman 
now has in his possession ? 

Mr. Bernarp Gotprinre. Would you please speak a little bit louder { 

Mr. Bennett. Is it your position that the committee may not have 
photostatic copies of the checks which Mr. Harris now has in his pos- 
session and is reading into the record ? 
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Mr. Brernarp Gotprine. Mr. Bennett, I have brought here the ) 
checks, photostatic copies, records, w hich amounts to seven- -hundred- he 
and-seventy-six-some-odd thousand dollars. ag 

I have explained everything in detail. | doe 

The checks and the photostatic copies which your committee right | } 
here can look at them, go through them. I stand re: udy to answer any of 
questions providing it is pertinent to this investigation ? itel 

The Cyarrman. Mr. Lishman, you have the records. A 

Mr. Bernarp GouprFine. I don’t think it would be fair to me and i 
my business to have photostatic copies floating around. in 

Mr. Bennett. Mr. Goldfine, you are willing that the data that the acc 
Chair has taken from the checks be read into the record. What is your 
objection to the committee having photostatic copies of them to take a ' 
look at the checks ¢ asl 

Mr. Bernarp Gotprine. I have the checks here, the original checks, | 
the photostatic copies. The letter explained. What more is it that | 


the committee might want, Mr. Bennett ? 

Mr. Bennetr. Undoubtedly, you are very familiar with this situa- 
tion. I am not, certainly, at this time suggesting anything i improper 
about these checks, but I do not feel that you are cooperating with 
the committee if you refuse to permit us to have photostatic copies 


for our examination. Ww 
While you are very familiar with them, I will say that, despite your 
explanation, I am still very confused. th 


Mr. Brernarp Gouprine. The checks are right here, Mr. Bennett. 
You can look at them, and every member of the committee can look at 
them, but I want them all back, photostatic copies as well as the 
originals. 

The CuatrrMan. Permit the Chair to see if we cannot get this infor- If 
mation in an orderly fashion. 

Mr. Lishman, you have information about these checks? Will you 


take these photostatic checks now and ask certain question to compare 5 

them with the information that you have? 

Mr. Brernarp Gouprine. Mr. Lishman, may I ask you how many 

checks have you before you in your possession ? V 
Mr. Lisuman. I have six copies of checks, six photostats. 

Mr. Bernarp Gotprine. Thank you. t 
Mr. Lisuman. I think that none of the explanation that has been 

given is responsive to the list of treasurers’ checks purchased durin n 

1948 through 1958 by companies reported to be owned or vententiae 

by Bernard Goldfine, outstanding as of May 7, 1958. We have had V 

# very elaborate attempt at an explanation which explains nothing. ¢ 
I am going to specifically refer to the treasurer’s checks of Strath- I 

more Woolen Co., which we were supplied by the Pilgrim Trust Co. 

[am going to ask direct questions as to where these checks are. a 
Mr. Ross. What checks are these, Mr. Lishman ? | 
Mr. Listiuman. These are checks of Strathmore Woolen Co. 

Mr. Ross. Will you identify them ? “4 
Mr. Lisuman. Yes, sir; from the records of the bank. 4 
Mr. Ross. What date? 7 


Mr. Lisuman. The first check is dated September 30, 1942, pur- | 
chased by the Strathmore Woolen Co., payable to the order of the | 
Strathmore Woolen Co., in the amount of $6,000. 
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Mr. Ross. Mr. Chairman, Mr. Goldfine has just got through saying 
he doesn’t know what happened to those checks; it was 15 or 16 years 
ago, and he has no records to indicate what happened to them. He 
doesn’t know. 

Mr. Lisuman. I am going through a total of checks in the amount 
of $6,640.58. I would like to have the explanation as to each of the 
items comprising that total. 

The CuHatrmMan. Just a minute. 

As I understand, Mr. Goldfine has testified that there were $89,035.85 
in outstanding checks issued in 1941, 1942, and 1943 which he cannot 
account, for. Isthat true? 

Mr. Bernarp Gotprine. That is true, Mr. Chairman. 

The C HAIRMAN. Is the $6,000 check which Mr. Lishman has just 
asked you about included in that group ? 

Mr. Bernarp Gouprine. If there are so many checks, I can tell him, 

The CuatrmMan. We do not have the check. 

Mr. Bernarp Gouprine. Mr. Robb says it is. It must be right. 

Mr. Ross. It is dated 1942. 

Mr. Bernarv Gouprine. Yes, it is correct. 

Mr. Roses. Obviously it is if it is dated 1941, Mr. Lishman. 

Mr. Lisuman. How are these carried on the books of Strathmore 
Woolen Co. ¢ 

Mr. Bernarp Gouprine. I told you that we haven't the records of 
that time. 

Mr. Lisuman. Isn’t there a cash asset of $89,000 here ? 

Mr. Bernarp Gouprine. I told you we have no records. 

Mr. Lisnman. You have no records of a cash asset ? 

Mr. Bernarp Gouprinr. We have no records of 1941, 1942, and 
1943, period. 

The Cuairman. Do you have the checks, Mr. Goldfine? 

Mr. Lisuman. Do you have a balance sheet as of today of the 
Strathmore Woolen Co. ? 

Mr. Bernarp Gotprine. Would you please ask the question again ? 

Mr. Listrman. Do you have a recent balance sheet. of Strathmore 
Woolen Co. which would show what happened to this asset of $89,000 ? 

Mr. Bernarp Govprine. This is the fourth time already: we haven’t 
the records of 1941, 1942, and 1943. 

Mr. Lisuman. Do you have a balance sheet of recent date of Strath- 
more Woolen Co. ? 

Mr. Ross. Mr. Chairman, I wonder if Mr. Lishman could explain 
why this question is pertinent to this inquiry. He is asking all about 
checks purchased 15 or 16 years ago. I confess that I fail to see the 
relevancy of this entire line of questioning. 

The CHairman. Mr. Lishman has asked the simple question about 
a recent balance sheet. which has to do with this entire matter, and 
he can either answer it yes or no. 

Mr. Bernarp Gotprine. A recent balance sheet, Mr. Chairman—I 
am not a bookkeeper and I think I am right. Miss Paperman can 
probably help me out—wouldn’t show what we had in 1941, 1942, 
and 1943. 

The CHarrMan. Perhaps it wouldn't, but he just asked you a 
question. 

Mr. Bernarp Gouprine. I haven’t seen any balance sheet. Miss 
Paperman can answer that better than I can. 
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The Cuarrman. Perhaps you better find out from someone who 
knows. Can you answer the question yes or no? 

Mr. Bernarp Goxrprine. I haven’t seen any. There probably is a 
recent balance sheet, but I haven’t seen it, Mr. Chairman. 

The Cuarrman. Can you inquire of someone around you? 

Mr. Bernarp Gouprine. I can ask Miss Paperman. 

The Cuarrman. Will you ask her and find out if she knows? 

(The witness confers with Miss Paperman.) 

Mr. Bernarp Gotprine. Mr. Chairman, can Miss Paperman answer 
that? That isa bookkeeping problem. 

The CHatrmMan. Miss Paperman has been a witness before this 
committee before, and I do not like to get too many witnesses at one 
time here. 

Mr. Bernarp Gowprine. I understand, but I want to give a true 
answer. 

The CHatrMan. Can you not ask her about it? 

(The witness confers with Miss Paperman. ) 

The CuarrMan. Miss Paperman, you were under oath and a witness 
before the committee. 

Miss PaperRMAN. Yes. 

The Cuarrman. You are still appearing here today to continue as a 
witness before the committee ? 

Miss PaperMAn. Certainly, if necessary. 

The Cuarrman. Allright. You may answer the question under the 
circumstances. 

Miss PaperMan. We do not show on our balance sheet that these 
checks were issued 

Mr. Sears. They didn’t ask you that. 

Do you have a balance sheet ? 

Miss ParermMan. I don’t. 

The Cuatrman. It is merely a simple question: Do you have a recent 
balance sheet of the company ¢ 

Miss Parerman. No: I donot. 

The Cuarrman. All right. 

Mr. Bennett, it seems, would like to have some clarification. 

Mr. Bennetr. Mr. Goldfine, I think what the committee would like 
to know about this $89,000 is whether you have treated that as a loss 
asset. I assume one time these various unaccounted-for checks were 
treated as assets. 

Let me ask you about a specific check. On September 16, 1941, a 
Strathmore Woolen Co. bought a treasurer’ s check for $6,000, payable 
to the Strathmore Woolen Co. That is just a transfer of accounts 
really; isit not? You took cash out of Strathmore Woolen’s account 
in the bank, and you put it in the form of a treasurer’s check payable 
to Strathmore Woolen, so Strathmore Woolen still owned thateamoutnt 
ofmoney. Would that be true? 

Mr. Bernarp Gorprine. I told you, Mr. Bennett, we haven’t got 
the records of 1941 and 1942 and I can’t answer that. 

Mr. Bennetr. You do not have to have the records to answer that. 

If you bought a treasurer’s check for $6,000 out of funds belonging 
to Strathmore Woolen Co., which you had in their bank account, and 
made it payable to Strathmore, Strathmore Woolen Co. still has the 
money, does it not, up to that point? You just change the form of 
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ho | the asset from cash in the bank to cash in the form of a treasurer’s 
| check. Isthat not true? 

? Mr. Bernarp Gotprine. I think it is. I think sO, Mr. Bennett. I 
don’t know. But I can’t tell you what happened in 1941 and 1942 
and 1943. Really I can’t. If I could I would be glad to tell you, 
Mr. Bennett. 

Mr. Bennetr. I think you can answer this question : 
Did you treat this $89,000 ultimately as a Boston company or was 
er 


it carried forward on your books in some other form? 
: A man of your business ability and acumen just does not throw 
1s $89,000 out the window. If you cannot account for it, would it be 


v logical for us to assume that it was carried forward as an asset of the 
company in some other way through the years and wasn’t used ? 
” Maybe Miss Paperman can answer that. 
The CHamman. Can you answer the question yourself, Mr. 
Goldfine ? 
Mr. Bernard Gotprinr. Would you ask me the question again? 
_ Probably I can. 


Mr. Bennerr. You had $89,000 in these checks purchased during 
this 3-year period. If they were not disposed of by the company, 
® would they not still be assets of the company in some shape or form? 
Mr. Bernarp Gouprine. I think Miss Paperman better answer that. 

The CuarrmMan. Miss Paperman, can you answer? 

Miss ParerMan. Yes; 1 will try to. 

These checks were purchased in 1941, 1942, and 1943. If we have 
the checks on hand they would be an asset on the company books. 

We do not have the checks. It is no longer an asset of the Strath- 
more Woolen Co. 

What has happened to those checks that go back to 16, 17 years ago 
I cannot tell, but they are no longer an asset of the comp: ny. 

Mr. Bennerr. That means then that they were disposed of for some 
other purpose years ago ? 

Miss ParerMan. It is not that they were disposed of. Without a 
doubt, they were used for some purpose which goes back to many years, 
but I do assure you that they were not endor sed and made payable to 
any official in public office. 

Mr. Bennerr. But they were spent for something ? 
| Miss Paprrman. Well, they were used in payment of something, 

certainly. They were used for business pur poses only. 

Mr. Lisrman. If they were used for something, why are they now 
outstanding uncashed ? 

Miss ParermMan. You will have to contact the Pilgrim Trust Co. on 
that. They have made mistakes in the past, and these can be an 
error. We do not have them and they are no longer an asset of the 
company. | 

Mr. Bennett. I would point out that these checks were purchased 
by Strathmore Woolen Co. to the order of Strathmore Woolen Co. 
And do you mean to sit there and s: ay that Strathmore Woolen Co. has 

| = waived a right to $89,000 from the Pilgrim Trust Co. ? 

Miss ParpermMan. I can’t tell you who has those checks now. We 
do not have them. 

To whomever those checks were made payable, those people may still 
have them, I can’t speak for others. 
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There is a check made payable to Brickley Sears & Cole for $2,000, 
We don’t have them. I can’t tell you whether Brickley Sears & Cole 
have deposited that check or whether the Pilgrim Trust Co. listed that 
in error. 

The bank has made mistakes before and this can be another. 

Mr. Lisuman. A mistake to the tune of $89,000 is a large mistake for 
any bank. 

Miss ParrermMan. Lam very sorry. Somebody may be holding them 
and it is not the Strathmore Woolen Co., I am not holding them and 
neither is Mr. Goldfine and neither is any public official. I'll say that, 

Mr. Lisuman. How do you know ? 

Miss PaprrmMan. Because they were never made payable to any pub- 
lic official. 

Mr. Lisuman. How could you know what the endorsement is on 
the back of these checks ? 

Miss ParerMAN. At the time we issued these checks they were not 
made payable to any public official. If that is what you are looking 
for that is the answer I give you. 

Mr. Lisuman. They were drawn to Strathmore Woolen Co. 

Miss Parerman. That is correct, certainly. 

Mr. Lisuman. How did Strathmore Woolen Co. dispose of them 
according to its records ¢ 

Miss PareRMAN. Strathmore Woolen Co. used them in payment of 
something or used them for a business purpose. 

Mr. LisomMan. What records do you have to show it ? 

Miss PaperMaNn. I certainly am not expected to have records going 
back to 1942 in 1958. There is nothing that requires me to have rec- 
ords for longer than 6 years. 

The CuatrMan. Mr. Moss. 

Mr. Moss. Mr. Chairman, I believe that on a check of this type that 
there is a continuing interest in the buyer. The check apparently has 
disappeared, these checks for $89,035.89, so that there is no record. 
Yet if they are lost, and apparently your records would not indicate 
whether they became lost, you do not know what happened to them, 
but if they were lost you could go to the bank as the buyer and per- 
haps by putting up a bond secure reissuance of the check. 

Now, I think there is a sufficient interest clearly indicated that some 
record until payment is made should be maintained. It is beyond 
belief to me that there is a complete and absolute lack of record for 
sums totaling $89,035.89. 

While this may be a very sizable operation, I think that there is no 
business that can be unmindful of that much of a readily negotiable 
asset. 

I think that we should endeavor to determine now what has hap- 
pened to these checks. If they cannot supply the answer, then I think 
they should be requested to supply it as quickly as possible. 

Miss ParerMan. Mr. Chairman and members of the committee, I 
have stated before and say it once again we do not carry these checks 
as an asset of the Strathmore Woolen Co. 

If we did and didn’t have the physical checks, we could get dupli- 
cates from the bank. 

We have no need for duplicates. It is no longer an asset of our 
company. 


' 





VW 
ther 
and 


T 
M 
che 
rem 
chee 
stoc 


te oe at 


to ¢ 
rep 


cer 
tre 
anc 


be: 


the 
boc 


me 


rec 





JQ), 
le 
at 


Or 


m 


REGULATORY COMMISSIONS AND AGENCIES 4339 


What has happened to those checks from 1941 I cannot account for 
them and neither can anyone else unless the person that has them 
and there is no one that I know of today that has them. 

I have been with the company longer than since 1941. 

The CuarrMan. Have these been written off as a loss, then ? 

Miss Parrrman. We don’t have them. At the time that we used the 
checks I am sure we used them for some business purpose but I cannot 
remember now what happened to those checks. I have handled many 
checks since 1941. Government bonds or any other type of bonds or 
stocks can be lost. 

Does that mean that you still have them ¢ 

Mr. Wo.verron. Mr. Chairman, may I ask a question ¢ 

The Cuatrman. Mr. Wolverton. 

Mr. Worverton. Did these sums of money that have been referred 
to appear either as receipts or expenditures in your Internal Revenue 
reports ¢ 

(Witness confers with counsel.) 

Miss Parerman. I am sorry, Mr. Wolverton. As far as I am con- 
cerned at this stage in 1958, I cannot tell you whether those were 
treated for expenses or whether chuy represented something else. 

I cannot say now. If I did then I would remember the transaction 
and I don’t. 

Mr. Wotverron. As a bookkeeper, would you say that they would 
be represented either one way or the other? 

Miss ParermMan. At the time that they were issued, at the time that 
they were purchased, but if they no longer appear as an asset on our 
books I cannot tell you what they were used for. 

Mr. Wotverton. Do you have copies of the Internal Revenue state- 
ments of that time ? 

Miss ParermMan. That go back ? 

Mr. Wotverton. Pardon me; from which you could refresh your 
recollection. 

Miss PaperMan. Not for 1941, 1942, or 1943. 

Mr. Wotverron. You do not keep them that long? 

Miss ParerMan. No, I don’t. 

Mr. Wotverton. Then you would leave no other course to be pursued 
than to find out whether the Government keeps them that long, is that 
right ? 

Miss ParerMan. I don’t know. I haven’t checked what the Govern- 
ment keeps. The Government keeps things forever but we don’t. 

Mr. Wotverton. Where is this if you ought it with $89,000, and 
Tam only using that one case as an illustration. If you bought it with 
$89,000, and if it was bought in the name of the company, who put up 
the $89,000, what can you conceive as a business reason that that kind 
of a transaction would be carried on? 

Miss ParerMAN. I cannot possibly answer that now. 

I know we do not carry them as an asset on the books of the com- 
pany as of the present time. What happened to them since 1941, 
I cannot account for. 

Mr. Wotvertron. Permit me to say that I have a great deal of re- 
spect for your ability in the keeping of books and it is impossible for 
me to conceive of your being unable to explain after your many years 
of contact with the Goldfine interests how that money was used and 
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that type of business ? 


why it was used, if not the specific information why did you adopt 


Miss Parerman. What type of business have you reference to? 


Mr. Wotverton. I beg your pardon? 
Miss Parrrman. What type of business have you reference to? 


Mr. Wotverton. By taking the money out of one pocket and putting 


it in the other and then not knowing what became of it. 


2 


Miss Parerman. I knew very well what became of those checks in 
1941, 1942, or 1943, but you are asking me to answer something in 1958, 


Mr. Wotverton. Were they deposited ¢ 


Miss PaperMAN. Without a doubt they were deposited or they were 


given to someone. I can’t tell you that. 


Mr. Wotverton. Now, I am asking you what may be a hypothetical 
question. After your experience in keeping the books of these com- 


panies all these years, why would they take $89,000 out to buy a 
treasurer's receipt or a cashier’s check or w hatever it w as, and then 


turn it back into the company again ? 


Miss ParerMan. I can’t answer that today. I am very sor 


1942 I might have been able to answer that. 
Mr. Wotverton. Did that happen on any other instances ? 


ry. In 


Miss PaperMan. I don’t know. I would have to check records. 


Mr. Wotverton. Iam going to refresh your mind. 


I have before me this report from the Pilgrim Trust Co. 


which 


refers to treasurer’s checks purchased from 1941 to 1958 by companies 
reported to be owned or controlled by Bernard Goldfine and which 


were outstanding May 7, 1958. 
Now, I see one here under November 4, 195: 5, which is compar: 
recent I think you will admit, in which it was purchased by the 


atively 
Boston 


Port Development. Co., and it was made payable to the Boston Port 
Development Co. in the sum of $5,000. Can you tell me why that 


transaction ? 

Miss Parprrman. Why? I don’t remember why. I know t 
do that very often in companies. We don’t want to have an 
sum of money in the bank. We buy a treasurer’s check, whi 


hat we 


y large 


+h is as 


good as money, and we use them and deposit them as we have occasion 


for funds. 
There is one other example, Mr. Wolverton. 


There was a $50,000 check which was payable to Bernard Goldfine 


and Mr. Goldfine endorsed that check in the bank and that che 
turned over to Meinhard & Co. 

If you were to ask me 16 years from today to tell you what ha 
to that $50,000 check. I cert: inly couldn’t but tod: ay Ican. 

Mr. Wotverron. Of course, my transactions of that amour 
not been so frequent that I would not reme mber. 


ck was 
ppe ned 


it have 


Miss ParperMan. I handle very many of them during the course of 


the vear. 


Mr. WOLVERTON. Now, that was fairly recent, 1955, as you will note. 


Now, in 1948, there is what is marked as a check suspense. 


] think 


they were all in that state, a check suspense. Pay to order of Strath- 
more Woolen Co. for $5,000; the same date another one for 
and the same date another for $8,850.25, and the same date 
one for $5,000. 

Can you remember any one of those dated March 15? 


S5.000: 
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Miss Parerman. I certainly can. We have those checks right in 
this room at the moment. 

Mr. Wotverton. You know, then, in that instance how they were 
used ¢ 

Miss Paperman. Anything that I have physically, I can very easily 
explain. 

Mr. Wotverton. Having those in your possession would not that 
help : you to refresh your mind as to why similar checks were used in 
the other instances ? 

Miss Paperman. I cannot; definitely not. If I have them I can tell 
you. I can’t tell you when I don’t have the check. Those checks could 
have been made payable the same as that $50,000 check was endorsed 
by Mr. Goldfine. 

“Mr. Wotverton. There was one of September 16, 1941, Strathmore 
Woolen Co., for $6,000. 

Miss ParpermMANn. That comes under the same category. That is the 
sum total of the $89,000. 

Mr. Wotverton. That is one of them, is it not ? 

Miss Parerman. Oh, yes. Any of those early checks. 

Mr. Wo rverton. I will read them individually. Maybe that will 
help you to remember. 

Miss ParermMan. I will be very glad to have you read them but 
they won’t—— 

Mr. Wotverton. Another dated September 16, Strathmore Woolen 
Co. to Strathmore Woolen Co., $6,000. 

September 16, 1941, Strathmore Woolen Co. to Strathmore Woolen 
Co., $2,000. 

They were all the same date. 

Do you have any recollection whatever ? 

Miss ParerMAN. None whatsoever. They are all part of this $89,000 
which we do not have in our possession. Someone may have them 
and the party that may have them may have died in the interim. I 
can’t tell you that. 

Mr. Wotverton. May I make it plain that I am not asking you at 
this moment for the specific information with respect. to each of them 
because you do not have records going back that far, but I am asking 
you, with your experience with these companies over all this period 
of years since 1941 up to the present and where this type of checks 
was used so frequently, can you not recollect in some one instance 
why it was done? 

Miss Parerman. If I could I would be very happy to explain that 
to the committee but I certainly don’t. I can only speak for those 
which we have in our possession. 

Mr. Wotverton. Let me keep refreshing your mind, if possible. 
September 30, 1944, Strathmore Woolen Co. bought for Strathmore 
Woolen Co., $6,000; October 26, 1942, Strathmore to Strathmore, 
$6,000; October 26, 1942, $5,000; October 26, 1942, $5,000; November 


24, 1942, $5,000: November 24, 1942, $2.954.47: Wevsiaih bak 27, 1942, 
$5,000; December 21, 1942, $10,000; December 21, 1942, $7,686.11, and 
you cannot remember in any one of those instances? . 
Miss Parerman. I cannot at all remember any of those checks which 
total $89,000. Mr. Goldfine has so testified and I am doing likewise. 
Mr. Wotvertron. You have no records? 
32090—59—pt. 11-17 
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Miss Paperman. No. Well, I certainly wouldn't have any records, 
If I had records they would appear as an asset on the books of the com- 
pany. They do not appear as an asset. 

Mr. Woxverron. When were the records destroyed ? 

Miss PapermMan. We only keep them for 6 years. We have no ree- 
ords that go back beyond 6 years. 

Mr. Worverron. Then you would have a record with respect to this 
one that I read a few moments ago, November 4, 1955, would you not? 

Miss PaperMan. What company ? 

Mr. Wotverton. Boston Port Development Co. 

Miss ParpermMan. Boston Port Development Co. 

Mr. Wotverron. Two for Boston Port Development Co. 

Miss Parerman. That check has been deposited to the account of 
the Boston Port Development Co. 

Mr. Wotverton. From that experience of issuing that check and the 
fact that it has been deposited and has been paid, could you tell me 
the type of transaction that you used in that case that required that 
money to be taken out of one pocket and put in the other? 

Miss ParermMan. It was merely taken out because we didn’t want 
to have any large balance on hand. We kept it in the form of treas- 
urer’s checks and ¢ deposit it when we need money in the bank. Then 
we draw checks against it. It is merely redeposited through a cash 
receipt book. 

Mr. Wotverton. Well, you were certainly careful to keep from 
having a deposit in the bank because it was taken out on November 4, 
1955, and on May 7, 1958, it had not been put in the bank. Where was 
it in the meantime? 

Miss ParrrmMan. It was held in the office in our safe. There is 
nothing unusual about holding a check. The company has needed 
money from time to time which Mr. Goldfine advanced. 

The Boston Port Development Co. always needs money. 

Mr. Wotverton. You speak about it not needing the money. I 
have in mind that the investigation hearing that I attended in Boston 
when we had Mr. Scudder before us, he testified that he was receiving 
$100 a week. 

(Witness confers with counsel.) 

Mr. Worverron. I did not want the young lady not to hear what I 
said, Mr. Robb. 

Miss ParerMan. I am sorry, Mr. Wolverton. 

Mr. Wotrvertron. And that during his testimony he stated that he 
received a salary of $100 a week as an employee of the Boston Port 
Development Co., it is “Post” here. I apologize to the “Post.” I 
guess it is a typographical error but they have it Boston “Post” De- 
velopment Co. I agree it should have been Boston Port Develop- 
ment Co. 

He was an employee, he testified, of Boston Port, receiving $100 a 
week as a salary, that it was paid each week by a check from one of 
Mr. Goldfine’s woolen companies, and that he would give back there- 
upon for each $100 that he received a note for $100, and when he was 
asked if he included that in his income statement for the years in which 
he had received that $100 a week, he stated that he had not because he 
had given a note and I assume he took it that it was not a sure thing 
until the note was either collected or otherwise, which was subsequently 
explained by him by the statement that when 6 years had expired, then 
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he started to put each $100 into his income statement on the theory that 
the time for enforcing the note had gone by and therefore it was a 
receipt by him in the sum of $100 beca 1use it could not be enforced in 
court. 

Now, that was a peculiar transaction and it is very much in line 
with these transactions here. 

Does that transaction in any way bring back to your mind the 
reason why the Boston Port Development Co. would take $5,000 out 
of one pocket and pay it into another, as you say, when it hs id money 
on hand when as a matter of fact it was paying his wages by the 
check of a woolen company and taking a note back ? 

Miss Parerman. Mr. Wolverton, to begin with, I would like to make 
a correction that Mr. Scudder was not paid pe a: by one of Mr. 
Goldfine’s companies. He was only paid and advanced $100 a week 
after the death of his father-in-law, W. J. McDonald, which was 1948 
up until the early part of 1950. 

Then from 1950 on he was paid by the Boston Port Development 
Co. and the reason he signed a note is because that was merely an on- 
account payment and a weekly amount had not been determined and 
he got that $100 a week and it is merely applied on account. 

Secondly, the reason for a check being held is because there was 
a suit pending, there was a stockholders’ suit pending at the time 
and we didn’t want to have any money on hand and we kept it in the 
form of 2 treasurer’s check and used the funds as we needed them. 

Mr. Wotverron. Thank you. 

You have now testified for the period that started in 1948 with a 
great deal of detail but your memory does not go back to 1941, does it? 

Miss Parerman. I will tell you why. Because there has been a 
suit pending in the East Boston Co. and Boston Port Development Co. 

I think every one present is very thoroughly familiar with that. 
We have gone over that dozens of times. 

Mr. Wotverton. That transaction was in 1948. Would your mem- 
ory go back to one in 1947? 

Miss Parerman. It doesn’t, because we don’t have those checks, 
if you are talking about the checks in the early forties. 

Mr. Wotverton. I am just trying to figure when your memory 
starts and when it ends. 

Miss ParerMAN. I have a fairly good memory. It isn’t good. It’s 
just fair. But I can remember things that I know and recall but I 
cannot remember things that I no longer have in my possession. 

Mr. Wotverton. If you were older than you are I could account for 
aloss of memory. 

Miss PaperMAN. It isn’t always a matter of age. 

Mr. Wotverton. I realize that now. 

The CHatrMAn. The committee will be in order. 

Mr. Wotverton. Now, Mr. Chairman, I thank you for your 
indulgence. 

I have only two or three questions to ask. It will finish the account. 

The Cuartrman. I would like to get back to these checks. 

Mr. Wotverron. If you do not mind, I have four more here. It 
will only take a moment to ask. 

January 12, 1943, from Strathmore Wollen Co. to the Strathmore 
Woolen Co., a6 286.86. Do you remember what that was for and the 
reason for it? 
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Miss PapermMan. No, I don’t. That is part of the $89,000. If there 
had been one check issued in the amount of $89,000, perhaps I could 
remember the transaction for that amount but when you speak of 
$5,000 or $6,000 checks we have drawn a great many of them during 
the course of any 1 year and it would be almost impossible to remem- 
ber to whom those checks were given. 

Mr. Wotrverton. February 1, 1943, $497.62. 

Do you remember that ? 

Miss ParermMan. I do not because I don’t have the checks. 

Mr. Wotverton. March 17, 1943, $3,204.03. Do you remember why 
that was issued ? 

Miss Parerman. No, I don’t. 

Mr. Wotverron. April 8, 1943, $1,306.80. Do you remember why 
that was issued ? 

Miss ParerMaAn. No, I donot. That is all part of the $89,000 which 
we do not have in our possession. 

Mr. Wotverton. Do you know anybody in the company, yourself, 
Mr. Goldfine, any of his sons or any previous or subsequent assistant 
bookkeeper, or anyone else who would know and could give the com- 
mittee any information with respect to these 4 

Miss Parerman. No, I’m certain they couldn’t because I am the 
one who has been handling them, and have been with the company 
for along time. Don’t ask me how many years. I refuse to answer. 

Mr. Wotverton. Would there be any kind of examination you could 
make of books or papers or any other supporting data that might 
encourage your memory to recall any of these circumstances? Or 
could you give the committee any indication of who might be able to 
help in this respect ? 

Miss ParpermMAn. If I had any reports that went back to the 1940's 
I would be very pleased to look this up for you, but I have no records 
that go back beyond a 6-year period. 

Mr. Wotverton. Then I come back to the point that maybe there is 
only one source from which it might be possible to get the iachexmakiods 
and that would be from your own sources. 

Mr. Bennett. Mr. Chairman, may I get back to the specific checks 
of $89,000? 

Is it not true, Miss Paperman, if these checks were paid in cash, 
that Strathmore Woolen Co. has a claim against the Pilgrim Trust 
Co. for $89,000 ? 

Miss Paperman. The Strathmore Woolen Co. has a claim? Why 
should they? The Strathmore Woolen Co. doesn’t carry that as an 
asset on its books. 

Mr. Bennett. I know, but if the persons to whom Strathmore 
Woolen Co. gave this $89,000 did not cash the check, for whatever 
reason, after a period of 10 years, somebody has a claim against the 
bank. The bank just does not keep $89,000, does it ? 

Miss PaperMan. I have just been advised by counsel that that is a 
legal question to answer, but all I can say is——- 

‘Mr. Benyerr. You can answer this question: The bank still has 

$89,000 of your money ? 

Miss Parerman. I wouldn’t say that they have our money because 
this money doesn’t belong to us. It is not our money. 

If someone is holding ‘these checks and have not made use of them, 
that is up to the indiv idual in the bank. It has nothing to do with us. 
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Mr. Bennetr. Anyway, the bank has $89,000 of somebody’s money ? 

Miss Parerman. I don’t know whether they have or not because the 
bank can be in error. But that is up to the individual who has the 
checks. 

Mr. Bennett. I am saying according to the bank figures. 

Miss ParermMan. If that is what the bank has, go back to the indi- 
vidual in the bank. I know that we don’t have them. 

Mr. Bennett. I can understand your inability to remember the 
specific purpose for which each of these checks was issued, but can you 
tell me this: 

What would have been your policy in respect to the use of checks 
of this kind? Now, most of these checks are $6,000, $2,000 and $5,000 
and $6,000. One of them is $10,000. That is the largest. The rest of 
them were five, six, and seven thousand dollars. What was the com- 

any doing ? 

Mr. Goldfine could perhaps answer that better. What would the 
company be doing with checks of that kind? Would you be buying 
merchandise, or would you be paying attorneys’ fees? You were pay- 
ing bills, obv iously. 

Mr. Bernarp Gotprine. We have always paid our bills so far. 

\ Mr. Bennerr. Would it be a fair and accurate statement to assume 
that these checks were used to pay bills of the Strathmore Woolen Co. ? 

Mr. Bernarp GOLDFINeE. Supposing one of those checks or two of 
them were endorsed on the bank to Tom Jones, say to Tom Jones. 

Mr. Bennett. Or Bill Smith. 

Mr. Bernarp Goiprine. Or Bill Smith. And suppose that Tom 
Jones or Bill Smith has passed away. He passed away. He’s gone. 
Where would those checks be? I am referr ing now in my last testi- 
mony to this Harry Ham situation. There is only $300, but the fact 
is it was only given recently. Nobody knows where that check is. 

Mr. Bennetr. That is true, but there are 17 of these. 

Mr. Bernarp Gouprine. Right. 

I would like to ask you a question, Mr. Bennett. Is it—— 

Mr. Bennett. Yes. 

Mr. Bernarp Gotprine. How much Government bonds or railroad 
bonds that have been issued in families for years is lost yearly? How 
many millions of dollars that is never recovered, and how much even 
in checks that after 20 years, if nobody calls for them, or after so many 
years, goto the State? Can you answer me that question ? 

Mr. Bennett. No, I cannot, Mr. Goldfine. However, I do not think 
it is too material. 

Mr. Bernarp Gortprine. This could be the case here just as well, 
Mr. Benentt. 

Mr. Bennetr. Even for a firm as large as yours—— 

Mr. Bernarp Gortprine. The Government is bigger than our firm. 

Mr. Bennett. Yes. 

$89,000 represented by 17 different checks would be quite a large 
amount of money and quite a large number of checks to be floating 
around in estates over a period of about 2 years; do you not think so? 

Mr. Bernarp Gotprine. Would you please ask the question again? 

Mr. Bennerr. Does it not seem strange to you that none of these 17 
checks have been cashed ? 

Mr. Bernarp Gotprine. Not a bit. It doesn’t seem strange to me 
one bit. I am very much surprised at the issue of that sum that 
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happened in 1942—1942 and 1948 when there are millions of dollars, 
whether that be stocks, bonds that are lost and nobody knows where it 
is—millions. 

Mr. Bennerr. That may be true. However, when you compare 
your firm to the Government, even though your firm is large, it is 
still small compared to the financing of the Government. But here we 
have 17 different checks over a 2-year period that remain uncashed, 
Tf you used those to pay bills, which I assume you did, it seems 
strange to me—maybe it does not to you—that 17 persons with checks 
ranging from $6,000 to $10,000 would keep them uncashed, with no 
trace or no explanation to be had of them for a period of 16 
years. 

Mr. Bernarp Gorprine. To me it doesn’t seem strange one bit be- 
cause I think that amount is small compared to the millions that are 
lost and the millions that are turned over to different estates from 
banks where people even have deposits, that nobody calls for them 
in a year, and it is turned over to them. And isn’t it possible that 
other companies besides Strathmore that have had treasurers’ checks 
out for years can’t account for them ¢ 

Mr. Benner. Do you have any recollection as to whether these 17 
checks went to individuals or to other corporations 4 

Mr. Brernarp Gouprine. Mr. Bennett, if I did I would be very gid 
to tell you. 

Mr. Bennett. Your answer is you do not have any recollection ? 

Mr. Bernarp Gouprine. I don’t have any at all. I really don't. 

Mr. Bennerr. Do you have any recollection as to what you were 
using checks at that time for, at this particular period’ For what 
purpose ¢ 

Mr. Brrnarp Gouprine. I couldn't tell you what I was using them 
for in 1941, 1942, and 1943. If you asked me what I done the last 
few years with treasurers’ checks I would answer very intelligently. 
I can’t remember back to that time. 

Mr. Bennett. The last few years your treasurers’ checks have been 
larger for the most part: at least the ones we have here. During 
that 2-year period these checks were relatively small. You have no 
recollection at all as to what you might have been doing with 17 
checks for, say, $10,000 ? : 

Mr. Bernarp Gouprine. The reason why these checks are small 
is because our companies since 1942 have increased in their assets. 
So, in comparison to what they are now, they mi git have been big at 


that time, and the checks which are larger now i1 | proj ortion, they 
might even be smaller than 1941 and 1942. It all depends what the 


capital of our different companies were in 1941 and 1942 and what 
they are today. 

Mr. Bennerr. Have you relinquished any legal right that vou might 
have had in any of these checks we are taiking about so far as the 
Pilgrim Trust Co. is concerned ? 

Mr. Bernarp Gouprine. They don’t belong to us. We have no 
records. 

Mr. Bennetr. You do not claim any legal title to them? 

Mr. Bernarv Gorprrxz. Not for those checks. How can we? We 
don’t know where they are. We have no records. 

Mr. Bennett. The bank has your money or somebody’s money ? 
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Mr. Bernarp Goupring. Somebody has it; not we. It’s somebody’s. 

Mr. Bennett. You do not regard this as a mysterious thing? 

Mr. Bernarp Gouprine. Not one bit; not one bit. I think there’s 
hundreds of companies in the same position. 

Mr. Bennerr. Do you feel that you probably gave those 18 checks 
all to individuals and that all of them are now deceased ? 

Mr. Bernarp Gorprinr. I wouldn’t say that. I say its possible; 
ossible. I don’t know. I couldn’t remember what happened in 
1941, 1942, and 1945. 

Mr. Bennerr. If any of these 18 people that received these checks 
are living it would be a little bit strange that they would not have 
cashed them ; $5,000 is a substantial amount of money even to a firm. 

Mr. Bernarv Gotprine. No question about it, $5,000 is money. 

Mr. Bennett. That is all, Mr. Chairman. 

The Cuatrman. I would like to go back and get in the record the rest 
of these checks so we will have them for our record, too. 

I have already identified and descr ibed the treasurer’s check No. 
177699 for $50,000. I have already identified the certified check, No. 
9470, dated Apr il 26, 1957, made payable to Goldfine & Meadows, Inc., 
for some $36,233. 98. TI was in the process of identifying check No. 
10409 dated March 22, 1957, made payable to the U nited Waste Co., 
Inc., in the sum of $26,000, to the Pilgrim Trust Co., Boston, Mass. 
on Northfield Mills, Inc., Bernard Goldfine; certified check No. 1014 
dated March 22, 1957 made payable to Yale Wool Waste Co. in the 
sum of $80,385.35, to Pilgrim Trust Co., Boston, Mass, Northfield 
Mills, Inc., signed Bernard Goldfine; check No. 9318 dated April 26, 
1957, made payable to Dale Yarn Co., Inc. in the sum of $44,345.20 
on the Pilgrim Trust Co., Boston, Mass., Northfield Mills, Inc., Ber- 
nard Goldfine: and certified check No. 6081 dated November 3, I 
believe it is, 1955—the bank shows November 7, 1955—made payable 
to Louis Goldblatt in the sum of $45,407.61 on the Pilgrim Trust Co., 
Boston, Mass., Northfield Mills, Inc., Bernard Goldfine. 

Now, Mr. Lishman, these photostatic checks which have been de- 
posited are now properly identified in the record. 

Miss P aperman, have you checked at the bank to see whether or 
not these particular checks totaling $89,000 have been paid ? 

Miss PapeRMAN. You mean the ones we said we do not have ? 

The Cuairman. Yes. 

Miss PAPERMAN. No. 

The Crairman. You have not been interested enough in it to go 
to the bank to find out if those checks have ever been paid ? 

Miss ParermMan. No, I have made no inquiry regarding those checks 
at all because I don’t have them at all. The checks that I have you 
have before you, either the photostats or the original checks 

The CuatrmMan. I amt: ae about the $89,000 checks now ‘that you 
do not know what happened to. They are just sort of gone with the 
wind ? | 

Miss Parerman. It is no longer an asset of our company. The 
checks do not belong to us. I have no further interest in it. 

The Crrarrman. I appreciate that, but you do not have enough 
curiosity about it—and I hope you will pardon me for using the words 
since I am speaking to you—to go and find out if the checks in the 
sum of $89,000 have ever been paid ? 
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Miss ParerMaAn. I have made no inquiry at all. I only went bya 
list that I saw at the Pilgrim Trust, and I know that they don’t belong 
to us, and we no longer “have any interest in them. 

The Cuamman. It isa mysterious situation. 

Miss Parperman. Not to us. 

The CHatrman. What dates were those checks marked off so far as 
assets to the company is concerned? Do you know that? 

Miss ParerMan. I amsorry. 

The Cuarrman. What dates were those checks marked off as assets 
to your company? Do you know? 

Miss Parrrman. No, I don’t know. 

The Cu4rrmMaAn. You do not know. 

Mr. Lishman had one final question at this point that he wanted to 
ask. 

Mr. Lisuman. I think Mr. Bennett has already asked it. My ques- 
tion was this: 

Am I correct in understanding your testimony that, with respect to 
17 treasurers’ checks totaling $89,000, paid for by Strathmore Woolen 
Mills and drawn to the order of Strathmore Woolen Mills, which 
have been outstanding, uncashed, since 1941 and 1942, that the posi- 
tion of Strathmore Woolen Mills is that that amount of money has 
reverted to the bank and the company has made no effort whatsoever 
to recover it as an asset of the company ¢ 

Miss PapermMan. As a matter of fact, Mr. Lishman, if it weren't 
for the fact that the Pilgrim Trust Co. had issued a list of these 
checks, we had no way of even knowing that these checks were still 
outstanding on the books of the Pilgrim Trust Co. because they are 
no longer an asset of our company. We have no further interest in 
them and we don’t show them anywhere in our books. 

The Cuatrman. Mr. O’Hara had a question. 

Mr. O’Hara. Let me ask you why you carry these treasurers’ checks, 
Actually, as long as they are retained by one of your companies they 
are the same as cash in the bank and you draw no interest. Is that 
not correct ¢ 

Miss ParperMaAn. That’s right. 

Mr. O’Hara. How long have you operated on that basis of issuing 
certified checks to your own companies, or treasurers’ checks to your 
own companies? For how many years? 

Miss ParerMAN. There was no specific time. We do that from 
time to time. 

Mr. O’Hara. I mean had you started it prior to 1941 ? 

Miss PapermMANn. I don’t remember whether we did or not. Its 
pretty difficult to remember whether we did it in 1941 or 1942. 

Mr. O’Hara. Do you know whether all of these checks, $89,000, 
were carried as an operation expense or a business expense or a de- 
ductible expense for the respective years for which they were issued! 

Miss Parerman. I can’t answer that now because I don’t know. I 
mean I have no way of telling you that unless I had the records of 
1941, 1942, and 1943, and I no longer have them. 

Mr. O’Hara. With the fact that none of your companies claim to 
own these checks, then is the other assumption that we would have 
to make, that they were negotiated or endorsed by whomever they 
were made payable to and something turned over or negotiated, so far 
as you areconcerned? It that correct? 
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Miss PaperRM: AN, As far as we are concerned, they may be owned 
by someone else, but they are not owned by us and we therefore have 
no further interest in it. And this thing seems to boil down now to 
a very interesting point of $89,000 from the original amount, the 
$776,000. So I think we have done very well in clearing it up. 

Mr. O’Hara. Of course, we do not have the information, and we 
were entitled to it, and we are probably grateful that we could get 
this information. 

Miss Parrrman. We are very happy to give it to you. 

Mr. O’Hara. We have not reached the other checks yet. 

Miss Parerman. Fine. They are all there, and they are all either 
photostats or the original checks. So we can account for all of them. 

Mr. O'Hara. Miss Paperman, ‘do you think any of these 17 checks 
that are missing could have been gifts? 

Miss ParermMan. Oh, I definitely say no. I don’t think of anybody 


getting $89,000 as a gift. 


Mr. O'Hara. Of course, there are 17 different checks. 

Miss Parprrman. I don’t know. I know that none of them were 
payable tome. Solcan’t say. 

The Cuatrman. Mr. Goldfine, could you say whether or not you had 
any problems before the Federal Trade Commission or the Securities 
and Exchange Commission or both in 1941, 1942, or 1943? 

Mr. Bernarp Gotprine. Not to my knowledge, I don’t think we did. 

The Cuamman. We had information, which was referred to, that 
there was some difficulty in 1942. 

Mr. Brernarp Gouprine. I have a statement and I can explain that 
to you now if you would like to hear. 

The CuamMan. Pardon. 

Mr. Bernarp Gouprine. I can explain that to you now about 1941, 
1942, and 1943, the Georges River Mills. 

The Cuamman. If you have some information to give the commit- 
tee on it, we might as well hear it now as after a while. 

If you have a statement, Mr. Goldfine, you may proceed with it. 

Mr. Ross. We were waiting for you, Mr. Chairman. 

The Cuarrman. We have been waiting for you. 

Mr. Bernarp Goiprine. Mr. Chairman, I would like to clear up 
certain parts of my testimony given on July 3, 1958. 

I was questioned by Mr. L ishman at the beginning, I believe, at 
page 2764, about some complaints of the FTC against the Georges 
River Woolen Mills. 

The impression was given that this was one of my mills at the 
time of 1942 and that I was deliberately cheating the public by false 
labels on the mill’s textiles. 

I have checked with Boston and I can now state that I had no 
financial interest in the Georges River Woolen Mills from 1937 to 
1952. I was a trustee from 1937 to 1942, but not interest. I was 
asked to be there by the new owners and I resigned in 1942 as a 
trustee. 

My only explanation for being listed as a director is that the cor- 
poration failed to notify the main officials of the fact that I resigned. 

I thought the committee would want to have this explanation. 

The CHatrMan. Of course, the commitee wants to have the facts 
and the truth. 

Mr. Bernarp Gotprine. Well, what I am telling is the truth. 
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The Cuarrman. I am sure it is, but it is not very clear to me. 

Mr. Bernarp GoLprrne. Pardon ? 

The CuatrMan. It is not very clear to me. 

Mr. Bernarp GoLpringe. Why not? 

The CuamrmMan. Yousay you had no financial interest in the Georges 
River Woolen Mills from 1937 to 1952 and then you said you were 
a trustee until 1942. Then you resigned in 1942. It is not very clear to 
me. 

Mr. Bernarp Gotprine. In order to make it still clearer, Mr. Chair- 
man, I have had brought to me, delivered to me last night, the agree- 
ment where I sold my interest in 1936 and to whom. The old concern 
was the Georges River Woolen Mills. The new corporation was the 
Georges River Mills, where I came back in 1952 or 1953. I have the 
agreement here which show my interest. 

I have also copy of my resignation. 

The CHarrMan. Let me see if I can get it straight in my own mind 
then. 

You had no financial interest, according to your statement, in the 
Georges River Woolen Mills? 

Mr. Bernarp Gotprine. In the Georges River Woolen Mills. 

The CruarrMan. From 1937 until 1952? 

Mr. Bernarp Gotprine. That is correct. 

The CHAIRMAN. You were a trustee, however, until 1942? 

Mr. Bernarp Gouprine. Well, I tell you—if you had the corpora- 
tion the way it was drawn up by the office of Friedman, Atherton, & 

Turner, who drew up the corporation at that. time, you will find that 
interested parties—there was a Mr. James McDougall, who is dead 
now; Mr. Jealous, who is living now; and my brother, Allen, who is 
still alive; and myself, and that corporation was formed I think in 
1930 or 1931. I couldn’t just tell exactly. But we have the records 
here and I can give it to you in details. 

We have the agreement. that was signed—the sale that I made, the 
stock that I owned, the a entage—but I am telling you now that 
in my resignation I had no financial interest and I had nothing to do 
with the company from the latter part of 1936 until 1952, because they 
were two separate corporations. 

The old corporation that Mr. Lishman was referring to was the 
Georges River Woolen Mills. Now it is the Georges River Mills, if I 
am not mistaken. ‘They are two separate corporations. 

The Crarrman. I understand, but you were a trustee until 1942. 
That is what you just said. 

Mr. Bernarp Gotprine. I think—I am not sure—we have all the 
records right here so I can give it to you in detail—I think where I sold 
my interest to my brother Allen, who is still living—Allen L. Goldfine, 
Mr. McDougall, and Mr. Jealous, if I am not mistaken, asked me if I 
would still remain as a trustee for a while and I agreed to do it. It 
was something like that. I really don’t know exactly. 

The Cuatrman. This was sort of a family thing, though, was it not? 

Mr. Bernarp Goitprtnge. No. My brother Allen had an interest and 
I had an interest. Mr. McDougall had an interest and Mr. Jealous 
had an interest. There were four. 

The CuatrMan. Mr. Lionel F. Jealous- 

Mr. Bernarp Goutprine. Lionel Jealous is still alive. 
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The Cuarrman. He was president of one of your companies, was 
he not ? 

Mr. Gotprine. You mean of Georges River Mills you are talking 
about 

The Cuarrman. Whatever company it was. 

Mr. Bernarp Gouprine. We are talking about Georges River Mills. 

The Cuarrman. In order that we may get all the information in 
the record, here is a wire dated July 2, 1958, 4:14 p.m. I am quoting: 


The Georges River Woolen Mills annual return 1951: President James Me- 
Dougall, Warren; Treasurer Lionel F. Jealous, Warren, Maine; clerk, Alice P. 
McDougall, Warren. 


I suppose that is Warren, Maine. 
Mr. Bernarp Gotprine. It is Warren, Maine; yes, Mr. Chairman. 
The CHAIRMAN (reading) : 


Directors L. F. Jealous, James McDougall, Bernard Goldfine, Boston, Mass., 
Francis L. Buswell. 

Year 1942 return: President, not elected, treasurer, Lionel F. Jealous, Maine; 
clerk, Alice P. McDougall; directors—Lionel F. Jealous, Bernard Goldfine, 
Francis L. Buswell. 

Year 1943 return: President, deceased; treasurer, Lionel F. Jealous, Maine; 
clerk, Mrs. Alice McDougall; direc 1 F. Jealous, Francis Buswell, 
Bernard Goldfine. 

Year 1944 return: No president given. Treasurer, Lionel F. Jealous, Maine; 
clerk, Alice P. McDougall; directors—Lionel F. Jealous, Bernard Goldfine, 
Francis L. Buswell. 

Year 1945 return: President, deceased; treasurer, Lionel F. Jealous, Maine; 
clerk, Mrs. Alice McDougall; directors—Lionel F. Jealous, Bernard Goldfine, 
and Francis L. Buswell. 

Year 1946 return: President James McDougall. decensed: treasurer, Lionel F. 
Jealous, Maine; clerk, Alice McDougall; directors—Lionel F. Jealous, Bernard 
Goldfine, Francis L. Buswell. 

Year 1947 return: President, Lionel F. Jealous, Maine; clerk, Edward W. 
Atwood, 465 Congress Street, Portland; directors—Sargent Jealous, Lionel F. 
Jealous, Rose 8. Goldfine, Allen L. Goldfine. 





That was the 1947 return. 


Year 1948 return: President, Lionel F. Jealous; treasurer, Lionel F. Jealous, 


Maine; clerk, Edward W. Atwood; directors—Lionel F. Jealous, Allen L. Gold- 


fine, Rose S. Goldfine, Sargent Jealous. 


That is signed by Bernice Goodine, supervisor, corporation division, 
secretary of state’s office, statehouse, Augusta, Maine. 

Would you say that these records in the office of the secretary of 
state would be correct? 

Mr. Bernarp Goxprrine. I think that they are incorrect for this 
reason. I think they are incorrect. I have the agreement right 
here—the original where I have my resignation, and I think person- 
ally it is possible they didn’t record my resignation. 

Very often when an officer or director of a corporation resigns, the 
clerk fails to notify the public authorities and the change in officers 
is not noted in the public records; and I think—I am not positive, but 
I think that you will find that what I tell you is the truth. I have the 
agreement right here—the original agreement where I sold. 

The Cnamman. These are the annual reports. 

Mr. Bernarp Gotprine. The agreement where I sold my interest 
and also proffered my resignation. 

The CrarrmMan. But whoever sent in the annual report for some 
reason or other carried you on. 
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Mr. Bernarp Gouprine. If they did they made a mistake. I am 
telling you I had no interest from 1937 to 1942 outside of being a 
trustee—probably a director, but a trustee. 

The CuarrmMan. What authority did you have in connection with 
this company as trustee? 

Mr. Bernarp Goutprine. I will tell you the truth, I don’t think I 
ever went toa meeting. I don’t think that I went to a meeting during 
that time because I was out. I had no financial interest with the ex- 
ception that I was on a friendly basis with the new owners. 

The Cuatrman. Did you tell those that did go to the meetings what 
to do? 

Mr. Bernarp Gouprine. Never. No, I never did. 

The Cuamman. Then you are not disputing the fact that this par- 

ticular company had problems with the Securities and Exchange Com- 
mission around 1941 and 1942? 

Mr. Bernarp Goutprine. Ask it again, Mr. Chairman. 

The CuHatrrmMan. You are not disputing the record that this par- 
ticular company had problems with the Federal Trade Commission 
around 1941 and 1942? 

Mr. Bernarp Goiprrne. No, the first I heard of that was when Mr. 
Lishman mentioned cheating by this company. 

The CuatrmMan. You are not questioning that the record is clear 
on that? 

Mr. Bernarp Gouprine. I am not questioning that because I had 
nothing to do with it. 

The Carman. I understand. Do you mean that you never at- 
tended a meeting? 

Mr. Bernarp Gouprine. I wouldn’t say I never did. I probably 
did attend a few. I don’t remember, Mr. Harris. 

The Cuarrman., Still the question is, Did you have any authority, 
any responsibility, as trustee? 

Mr. Bernarp Gouprine. I might have had what any trustee would 
have. 

The Coarrman. What was it? 

Mr. Brernarp Gowprine. I don’t know. I am trustee in one or two 
other corporations and I attend very few meetings, Mr. Harris. 

The CuHarrman,. Well, most trustees, as I understood, have a great 
dealtodo. Itis quite a responsibility as trustee. 

Mr. Bernarp Gotprine. That is correct. It all depends in what 
company you are a trustee. It all depends what the company is and 
how it is set up, but I can name one or two companies that I am a trus- 
tee that I haven’t attended very many meetings. 

Mr. Wru1aMs. As trustee, Mr. Goldfine, do you have any voting 
rights of any kind ? 

Mr. Bernarp Gorprine. Pardon? 

Mr. Witu1aMs. As trustee of this corporation, do you have any vot- 
ing rights or privileges ? 

Mr. Brernarp Gotprine. I can answer that by looking up at the 
records here. I had somebody bring me all the records of that time 
there. We have most of it right here. 

Mr. Wuu1Ams. What were your duties or responsibilities or both 
as trustee ? 

Mr. Bernarp GotpFIne. What did you say ? 
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Mr. Wuutams. What obligations, responsibilities, or duties did you 
assume or discharge as trustee ¢ 

Mr. Bernarp Gotprine. I just couldn’t tell you because I told you I 
wasn’t very active in the company from 1937 or 1936 to 1952, and dur- 
ing the time that I was a trustee I don’t remember. I don’t think I 
attended any meetings. 

Mr. Witt1ams. Were you compensated in any way for acting as 
trustee ¢ 

Mr. Bernarp Gouprine. No, sir; never. 

Mr. Wuu1ams. Then it was a very empty honor that you received 
when you were named as trustee. 

Mr. Bernarp Gotprine. I think in cases where you don’t get paid I 
think it is an honor to be a trustee of a corporation that are in good 
condition. 

Mr. Witu1aMs. Did it mean anything? 

Mr. Bernarp Gouprine. It did not do me any harm because the con- 
cern at that time was situated, financially they were in very good shape. 
At that particular time when I sold my interest the agreement will 
show what I got for my interest. 

Mr. WiuuraMs. This is rather confusing to me. 

Mr. Bernarp GouLpFINE. Pardon 4 

Mr. WituiaMs. This is rather confusing to me. They did have a 
board of directors at the same time you were trustee / 

Mr. Bernarp Gorprine. I think the trustees and directors were 
about the same thing. If I had the corporation books I could tell you 
exactly. Asa matter of fact, I can even find out in the next 2+ hours 
and tell you exactly what the duties were. 

Mr. WiturAMs. Did the trustee in this case exercise the same preroga- 
tives as a board of directors would have ? 

Mr. Bernarp Gorprine. I couldn’t tell you that. It all depends 
on how it was set up. I really don’t know, Mr. Williams. I don’t 
remember. That was a small company. 

Mr. Witutams. One more question: If you were named as trustee 
and there were one or more trustees to look after the corporation, 
what was the purpose of having a board of directors? What function 
did they serve ? 

Mr. Brrnarp Gotprtne. I will tell you. The drawing up, the origi- 
nal company, the old company was drawn up by the firm of Friedman, 
Atherton & Turner. They are an old firm in Boston, very reliable, 
and they were the attorneys at that time for the firm. When I sold 
my interest, Brickley Sears & Cole represented me. They were my 
attorneys at that time, and I have the agreement right here. I have 
the original. 

Mr. Wiu1aMs. Do you have the trust agreement with you? 

Mr. Bernarp Gouprine. Oh, yes. I have the agreement of my sale 
of my stock, my interest. 

The CHatrman. Does it provide for you to become a trustee ? 

Mr. Bernarp Gotprine. Well, we will look it over and let you know. 

The Cuarrman. Do you mind us looking it over? 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Bernarp Gotprine. Just one moment, Mr. Chairman, if you 
please. 


(Mr. Bernard Goldfine confers with his counsel.) 
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The CuHarrmMan. Let us have order. 

Mr. Sears. I think the Chair or Mr. Williams asked if the agreement 
provided for Mr. Goldfine acting as trustee. It does not. It is an 
absolute sale of his interest in Georges River. 

The Cuarrman. Then Mr. Goldfine, the question is, Did the agree- 
ment which you referred to, the trust agreement name you as trustee? 

Mr. Bernarp Gouprine. Not in the agreement we have right here, 
no, sir. 

The Cuarrman. In what manner did you become a trustee ? 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Sears. We are going to get very complicated here perhaps on 
something that is not very pertinent. 

Mr. Wituiams. You have already gotten complicated. 

The Cuamman. Let me ask Mr. Goldfine this question—— 

Mr. Sears. I think I can clarify it, Mr. Chairman. 

When he has been talking about trustee, he means he was trustee 
of a voting trust that operated Georges Mills. 

The Cuamman. That is precisely what I wanted to ask, what I want 
to know. As a trustee, what responsibility and authority did you 
have? Now you say that yours was a voting trusteeship. Is that 
right ? 

Mr. Bernarp Gouprine. That is correct. That’s why I told you I 
want to look over the agreement. 

The CHarreMan. As atrustee with that authority and responsibility, 
you controlled the business ; did you not ? 

Mr. Bernarp Gouprine. No, sir; I did not. 

Mr. Bennett. You voted all the stock, did you not? 

Mr. Bernarp Gouprine. No; not myself, no. 

Mr. Bennett. Did you have cotrustees ? 

Mr. Bernarp Goutprine. Well, I don’t have— 

(Mr. Bernard Goldfine confers with his counsel. ) 

Mr. Bernarp Goutprine. Mr. Sears tells me there were four trus- 
tees there. 

Mr. Bennerr. Did the trustees of the trust you were in, vote the 
entire stock ? 

Mr. Bernarp Gotprine. What did yousay, Mr. Bennett ? 

Mr. Bennett. Did all of the trustees acting together vote the entire 
stock ? 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Bernarp Gouprine. Mr. Sears tells me apparently, according 
to this agreement, it was probably so. 

Mr. Bennerr. Then you elected the board of directors and in effect 
ran the business. That is what the chairman was asking. 

Mr. Bernarp Gotprrne. I wouldn’t say that. I wasn’t active at 
that time. 

The CuHamoMan. Namethe other three trustees, then. 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Bernarp Gouprine. Lionel Jealous, James McDougall, Ber- 
nard Goldfine, and Francis L. Buswell, trustees under a trust agree- 
ment dated December 7, 1933 

The Cuarrman. All right: Those were the trustees who voted the 
stock of the company duri ing that time. Then your claim here that 
you had nothing to do with the company is not altogether correct. 
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Mr. Bernarp Gotprine. No, I still say it is correct. I still say 
even although I was a trustee after 1936 and 1937 I still had nothing to 
do with the company because I had no financial interest, I sold my 
interest or my stock. 

(The witness confers with his counsel. ) 

Mr. Bernarp Gotprine. And then I resigned as trustee in 1942 and 
I don’t know why they still have me, according to what you told me, 
as a director up to 1947. That issomething new tome. I just learned 
that today. 

The Cuarrman. Mr. Goldfine, this is a very important point, I 
think, to what we have been talking about here this afternoon. 

You had problems; that is, this particular company had problems in 
1941 and 1942 with the Federal Trade Commission. 

You say you were a trustee of the company from 1937 to 1942. 

Mr. Bernarp Gouprine. According to the records here it shows. 

The Cuarrman. That is what you have just read into the record. 

Mr. Bernarp Gouprine. That is right. 

The CuatrmMan. That was in 1941 and 1942, in there, that some- 
thing happened to $89,000 plus in certified checks. 

Mr. Bernarp GoLpriner. Something what ? 

The Cuatrman. You do not know what happened to them. Miss 
Paperman does not know what happened to them. Could it have 
been that any part of the $59,000 was used in connection with any of 
the — lems that thiscompany might have had ¢ 

Mr. Bernarp Gouprine. For what purpose? I don’t get that at all. 
What has one thing got to do with the other? I just don’t get that. 
That is beyond me. 

(The witness confers with his counsel.) 

The Cuatrman. I think you can readily understand the complica- 
tions which you have developed with these various companies of yours. 
It would seem to me that you could understand a simple matter like 
that. 

Mr. Bernarp Gonprine. I don’t think it is simple. 

The Cuarrman. The question is that we have been talking about 
what happened to $89,035.89, in 17 checks. No one seems to know. 
It disappeared in the wind. 

Mr. Bernarp Goxprine. It didn’t disappear in the wind. It is 
ee I won’t say it is in the wind. 

The CuarrmMan. Well, I stand corrected. I think you are right. 
But I do note that you had problems with the Federal Trade Com- 
mission or this company had problems with the Federal Trade Com- 
mission in 1941 and 1942. 

My question is, and it is a very simple one, could any part of this 
$89,000 have been used in connection with the problem that this com- 
pany, which you as a trustee had with the Federal Trade Commission ? 

Mr. Bernarp Gotprine. I don’t think so. I don’t see what one 
thing has got to do with the other. I think it is really ridiculous. 

The Cuarrman. Even though you cannot see how one thing has to 
do with the other, can you answer categorically whether any of those 
checks had to do with the problem you had with the Federal ‘Trade 
Commission ? 

Mr. Bernarp Gotprine. No, sir. Definitely not in my opinion. 

(The witness confers with his counsel. ) 
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The Cuarrman. In your opinion. But can you state categorically, 


of your own knowledge, whether or not such checks were so used ch 

Mr. Bernarp Gorprine. Would you please ask me the question | yy 
again ? 

The Cuatrman. Can you state within your knowledge, do you know, mi 
can you state categorically from what you know as to whether or not di 
any part of the missing $89,000 plus was used in connection with any se 
problem that this company or any other company in which you might of 
have been associated had before the Federal Trade Commission duri ing 
that time ? as 

Mr. Bernarp Gotprtne. I can tell you definitely that it wasn’t used 
for Georges River because they would have nothing to do with any of to 
those checks. I don’t getthat. It is beyond me. 

The Cuarrman. You can say whether or not they were used for SS 
that purpose ? ye 


Mr. Bernarp Gouprine. Certainly not. 
The Cuairman. That is the question I have been asking you all 


the time. ki 
Mr. Bernarp Gouprine. I ama little hard of hearing in my left ear. te 
Iwant youtoknowthat. Thatisa fact. 
(Witness confers with his counsel.) h 


The CHatrMan. Can you state to this committee whether or not this 
company, the Georges River-—— 
Mr. Bernarp GOLDFINE. Fhe rrges River W adiloas Mills at that time. 


The Cuarrman. Had any dealings or connection or business or was a 
doing business with any of the other mills with which you were asso- ¢] 
ciated or owned or controlled—had anything to do with them? ¥ 

Mr. Bernarp Gorprtne. I didn’t get that. Would you please ask 
me again ? SI 

The Cuarrman. Well, I will repeat it for you right here this time. h 
Can you state whether or not the Georges River Woolen Mills Co. I 
had anything to do or any business with any of the other companies 
which you had anything to do with, owned, controlled, or managed, ) 
and in particular with Strathmore Woolen Mills? Did the Georges 
River—— 0 

Mr. Bernarp Gouprine. I think the Strathmore Woolen Co. after t 


I think at different times used to buy goods from Georges River. It 
is possible that they did have some chee ks, 
The CuarrMan. During that time? 
Mr. Bernarp Gorprine. It is possible they did, Mr. Harris. 
Mr. Bennerr. Mr. Chairman. I 
Then on that point, might some of the checks which make up the 
$89,000, some of those checks of Strathmore be turned over to Ge orges 
Riv er Co. ? 
Mr. Bernarp GoLpFrne. Well, then, Georges River would have it. 
They would have it. I had nothing to do with the company from 1937 


to 1952. I wouldn’t know anything about that. ¢ 
The books of the Georges River Woolen Mills are kept in Warren, ae. 
Maine, not in Boston. 
Mr. Bennerr. Did Strathmore buy goods from the Georges River } 


Co. during the period that we are talking about, 1941, 1942, and 1943? 
Mr. Bernarp Goiprine. Possibly they did. ; 
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Mr. Bennett. Would it be likely that any of the 17 or 18 cashier’s 
checks that we are talking about might have been tendered by Strath- 
more to the Georges River Co. in payment of those goods ? 

Mr. Bernarp Gotprine. It would be unlikely because if the Strath- 
more bought goods from Georges River I think it would be a check 
direct from the Strathmore made payable to Georges River. I don’t 
see where there would be occasion to have a cashier’s check in ps came 
of Georges River. | don’t get that at all. 

Mr. Bennervt. I do not, either. That is why I think it is strange 
as to what you did with these checks. 

Mr. Bernarp Gouprrne. It is not strange to me. The more I listen 
to the rest of you the more I think of the situation. 

Mr. Bennerr. If you used these treasurer’s checks aggregating 
$89,000 to purchase some things, might it not have been possible that 
you transferred some of them 4 
" Mr. Bernarp Gouprine. Absolutely not. 

Mr. Bennerr. Would it be possible that these unidentified or un- 
known or missing checks might have been given by Strathmore Co. 
to some of the other companies which you owned or controlled? 


i 
Mr. Bernarp Govprine. Definitely not. What occasion would I 


have to do that ? 

Mr. Bennett. I have not the slightest idea. 

Mr. Bernarp Gouprine. Neither have I. That is just the trouble. 

Mr. Bennerr. Do you say that im no case would there have been 
any reason for Strathmore to have given any of these treasurer’s 
checks for any purpose whatsoever to any of the other companies 
which you owned or controlled at that time / 

Mr. Bernarp GoLpFINE. Outside of Georges River where I had a 
small interest, I don’t see where the Strathmore Woolen Co. would 
have any occasion to give cashier’s checks to any of the other companies. 
That is something new to me. 

Mr. Bennerr. I am just trying to refresh your recollection to see if 
you can remember what happene -d to these checks. 

The Cuatrman. Mr. Goldfine, I hand you check No. 9470, which is 
one of the photostatic copies of checks. Will you see if you can iden- 
tify the endorsement on the back of it? 

(Handing document to witness. ) 

(The witness confers with his counsel.) 

Mr. Bernarp Goutprine. On the back is marked “Not used.” 

The CHamman. How did it get cashed or paid to the bank if it is 
not used ? 

Mr. Bernarp Gouprine. Pardon ? 

The CuarrMan. It has not been used yet 4 

Mr. Bernarp Goiprine. No. 

(The witness confers with his counsel.) 

Mr. Bernarp Gouprine. That was a check made payable to Goldfine 
and Niedner, on April 26, 1957, but it wasn’t used, so we deposited that 
back to where it belonged. 

The Cuarrman. All right. Then what is the endorsement on the 
back of it ? 

Mr. Bernarp Goiprine. Well, there would be no need for endorse- 
ment on the back if we don’t use the check. 

32090—59—pt. 11——18 
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The Cuairman. There it is on the top of it. What does it say ? 
Mr. Bernarp GOLpFINE (reading) : 
Pay to the order of the Pilgrim Trust Co., Boston, Mass. Northfield Mills. 


Pardon me. I misunderstood you. 
The Cuamman. Now I hand you check No. 10409, referred to. Will 
you see if you can identify the endorsement on the back for the record? 
(Handing document to witness. ) 
Mr. Bernarp Gorprine. Check, March 22, 1957, made payable to 
United Waste Co., $26,000. The back marked: 
Not used. Pay to the order of the Pilgrim Trust Co., Boston, Mass. North- 
field Mills— 
and redeposited in that account. 
The Cuatrman. All right. I wanted that information to see what 
happened to it. 
I hand you check No. 10490, and ask for the same information. 
Mr. BernaArp Goiprine. Another check for $80,385.35, marked “Not 
used” and paid to the order of the Pilgrim Trust Co., Boston, Mass., 
Northfield Mills. 
The Cuatrman. When? 
Mr. Conen. The date of the check or the cancellation ? 
The CuatrmMan. The cancellation. 
(The wit ness confers with Miss Paperman.) 
Mr. Bernarp Gouprine. Would you like to see the deposit slip, Mr. 
Harris? Would that bea help to you? 
The Cuatrman. I am just trying to get the matter straight for the 
record. 
Miss ParerMAN. We can’t make out the date. 
The Cuarrman. Would you supply that for the record? While 
you are doing that, I hand you check No. 9318 [handing document]. 
Mr. Bernarp Gouprine. That was deposited June 25, 1958, Miss 
Paperman tells me. 
Miss ParperMan. De posited the same date, June 25, 1958. 
Mr. Bernarp Gouprinr. Check amounting to $44,343.20, marked: 
Not used. Pay to the order of the Pilgrim Trust Co., Boston, Mass. North- 
field Mills— 
also deposited on the date of June 25, 1958. 
The Crraiman. Now, will you also, Miss Paperman, for the record, 
state when the other three checks prior to that time were deposited? 
She has the record there. 
Miss ParerMan. The three checks that I have before me were all 
deposited on June 25, 1958. 
The Cnamrman. Just as the other two that you have mentioned. 
Miss Parerman. I think, including the fourth, all the checks, Mr. 
Harris, were deposited on June 25, 1958. 
The Cuamman. That isthe four that you have? 
Miss PaperMAN. The four that I have before me. 
The Cuatrman. I hand you check 6081, and see if you can identify 
and provide the same information. 
Miss ParerMAN. Thischeck is endorsed on the back: 
Not used. Pay to the order of the Pilgrim Trust Co. Northfield Mills— 
and deposited on June 25, 1958. 
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The Cuatrman. Now, you have back in your possession the photo- 
static checks which you handed me a moment ago. 

Miss PaperMaANn. There is one more coming, $50,000. 

The CuarrmMan. That is the treasurer’s check. 

Miss ParerMan. That is right. 

The Cuarrman. I hand that to you. I think it has already been 
identified both in the front and the back. 

Miss ParermMan. Yes; it has. 

The CuHairman. Was that redeposited on the 25th, too ? 

Miss PaperMan. No; it was not. 

The CuHatrman. That is the one that was used for the other 
company ¢ 

Miss Parr RMAN. That isthe one that went to Meinhard & Co. 

The Cuarrman. Mr. Wolverton had two or three questions. 

Mr. Wetverton. Mr. Goldfine, I would like you to give very careful 
attention to the question that [am about to ask. 

Mr. Bernarp Gouprine. I cannot hear you, Mr. Wolverton. 

Mr. Wotverton. I say I would like you to give very careful atten- 
tion to the question I am about to ask and I think m: aybe Miss Paper- 
man had better do likewise. 

Were the checks in question, which were issued and which have not 
been paid, used in any way by either the purchasing company or the 
company or person in whose names they were issued for income tax 
purposes to determine the amount of any Federal or State tax, if any 
be due, or for your personal income tax or any member of your family ? 
In other words, were any of these checks used in any way for deter- 
mining what, if any, Federal tax or State income tax was due by any 
company in which you had an interest or for yourself or any member 
of your family for income tax purposes ? 

Mr. Bernarp Gotprine. You are talking about the $89,000 ? 

Mr. Wotverton. Yes. 

Mr. Bernarv Gotprine. Absolutely not. 

Mr. Wotverton. Were any of these other checks that were not used 
until recently ? 

Mr. Bernarp Gotprine. Absolutely not. 

Mr. Wotverron. You have said they were not used to pay off anyone 
for influence; is that right ? 

Mr. Bernarp Gouprine. Please ask that again. 

Mr. Wotverton. You have said that none of them were used or the 
funds from them used to pay off anyone for influence. 

Mr. Bernarp Gorvprine. I did not hear that. 

Mr. Wotverton. I understand that you have testified that none of 
these moneys were used to pay off anyone for influence. 

Mr. Bernarp Gotprinr. Absolutely not. 

Mr. Wotverton. Now, I will put this other question now in a very 
brief way. 

Were they used in any way to avoid payment of any income tax in 
whole or in part by any company in which you were interested or 


yourself or any person ? 


Mr. Bernarp Gouprine. Not tomy knowledge. 

Mr. Worverton. Would anyone have knowledge of it except you 
and, if so, who? 

Mr. Brernarp Gotprine. The only one would be Miss Paperman or 
my accountant who is not here. 








4360 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Wotverton. I beg you pardon ? 

Mr. Bernarp Goutprine. Our accountant, the accountant. 

Mr. Wotverton. I thought you meant Miss Paperman. 

Miss ParpermMan. Yes; 1 can answer that. 

Mr. Wotverton. Let us make sure you understand the questions. 

Miss Parerman. Yes, I am quite certain I did, because I had the 
answer as you completed it. 

The answer was definitely not. 

Mr. Wotverton. That is all, Mr. Chairman. 

Mr. O'Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Goldfine, I notice that check No. 6081, drawn on 
the Northfield Mills, Inc., to Mr. Louis Goldblatt in the amount of 
$45,407.61 was dated March 2, 1955. Was that check payable to the 
payee not used, was the amount credited to the account of the original 
payee on the books of your company or how does it happen that you 
deposited all these checks in June, just this last month ? 

Mr. Bernarp Gouprine. Miss Paperman has explained it to you 
before and she can explain it now again. 

Mr. O'Hara. I certainly have not heard that explanation. 

Miss Parerman. Mr. O’Hara, Mr. Chairman and members of the 
committee, I should say personally I think unless my attorneys will 
feel otherwise, that I don’t think that the answer to this is pertinent to 
this investigation and I don’t think that we should answer it. 

The Cuarrman. Well now, Miss Paperman, I think it is very per- 
tinent to this investigation because when we consider the date of the 
wire that extended to you an invitation to come down here and the re- 
sponse that we rec ‘eived and the date of that response and then your 
action in connection with these checks immediately following, I think 
it is quite pertinent. 

Miss ParerMan. We have given the information in connection with 
the checks. We have produced the checks. We have shown the orig- 
inals as well as photostats. Now if we have to go into detail and ex- 
plain every one that is up to the attorney to decide. 

The Cuaran. Mr. O'Hara has asked you a question. If you have 
any explanation for it, you may give it. If you do not have an ex- 
planation you may state so. 

Miss ParerMAN. I certainly have an explanation for it but I think 
it is up to the attorney to determine whether or not we should come 
forward with all these explanations. 

The Coarrman. Repeat your question, Mr. O’Hara. 

Miss Parerman. I respectfully decline to answer at the advice of 
counsel. 

(Miss Paperman confers with her counsel. ) 

Miss Parerman. On the ground that it is irrelevant to this 
investigation. 

The Carman. Repeat the question. 

(Record read.) 

The Cuatrman. Have you made such explanation, Miss Paperman ? 

Miss PaperMan. I have given my answer, Mr. Chairman, that I 
respectfully decline to answer because I don’ t think that it is relevant 
to this investigation and I am acting under advice of counsel, both Mr. 
Robb and Mr. ‘Sears, who are both present in this room. 
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Mr. Bennett. Mr. Chairman, I think for the purpose of the record 
that the same question should be asked of Mr. Goldfine for his response. 

Mr. O’Hara. I would like to have stated for Mr. Goldfine the same 
question. 

Did you understand the substance of it, Mr. Goldfine ? 

Mr. Bernarp Gouprine. I did, Mr. O’Hara. 

Mr. O’Hara. What is your answer ? 

Mr. Sears. I might call attention, Mr. O'Hara, that it is a double 
question. 

Mr. O’Hara. He can divide it up in his answer any way he wants 
to. I will break it down a little bit. 

Mr. Goldfine, how does it happen that this check, drawn by North- 
field Mills, Inc., as I have just referred to, was endorsed “Not used,” 
and redeposited on June 28, of this year, to the account of your com- 
pany : in other words, to the account of Northfield Mills? 

Who is Louis Goldblatt? 

Mr. Bernarp Gouprine. Mr. Louis Goldblatt is my brother-in-law. 

Mr. O’Hara. Your brother-in-law? 

Mr. BerNnarp GoLpFINE. Yes, sir. 

Mr. O’Hara. Do you do business with him? 

Mr. Bernarp Gorprine. Yes, sir; we do. 

Mr. O’Hara. What sort of business? 

Mr. Bernarp Gorprine. He is in the waste business, wool waste and 
wool. 

Mr. O'Hara. Do you buy wool, then, and wool waste from him ? 

Mr. Bernarp Goiprrne. Some of the companies do business with 
him. 

Mr. O’Hara. Now, was this check ever delivered to him at all by 
you ? 

Mr. Gotprine. Upon the advice of counsel, Mr. O’Hara, I respect- 
fully decline to answer the question because it is not pertinent or rele- 
vant to the matters about which this subcommittee is presently in- 
vestigating or about which it is authorized to inquire. 

Mr. O’Hara. Mr. Goldfine, did you or your employees charge this 
off as an expense either in the year 1955, 1956, 1957, as an expense of 
your business? 

(The witness confers with his counsel.) 

Mr. Bernarp Gorprine. I am not a bookkeeper and I can’t answer 
that question. 

Mr. O’Hara. Then I will ask Miss Paperman. Do you know 
whether this check that we are talking about was carried as business 
expense at any time subsequent to its date of issue of March 21, 1955? 

Miss Parerman. Mr. O’Hara, I must once again refer to my previous 
answer. I respectfully decline to answer because it is not relevant to 
this investigation. 

We have produced the checks to prove our point that none of these 
checks were payable or endorsed to any Government officials. That 
we have done, but the checks speak for themselves. Beyond that I 
don’t think we have anything further to discuss about these checks. 

Mr. O’Hara. Go ahead, Mr. Bennett. 

Mr. Bennett. Mr. Goldfine, for what purpose was this check issued ? 

Mr. Bernarp Gotprine. Pardon me. What did you say? 

Mr. Bennett. For what purpose was this check issued ? 
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Mr. Bernarp Goxprine. Well, again I will tell you I decline to 
answer that question for the same reason given before. 

Mr. Bennett. Was the check issued in payment of merchandise 
purchased ? 

Mr. Bernarp Gorprine. I still will say the same. I decline to an- 
swer that question for the same reason given before. 

Mr. Bennetr. Was this check given to Mr. Goldblatt for the pur- | 
pose of directly or indirectly, to ‘be used in influenci ing any Federal 
official ? 

Mr. Bernarp Gotprine. Pardon? Would you ask me that again? 

Mr. Bennett. Was the check to Mr. Goldblatt which we have re- 
ferred to, given to him to be used directly or indirectly in relation to 
any mt itter that you or your company had pending before the Securi- 
ties and Exchange Commission or the Federal Trade Commission ? 

(The witness confers with his counsel.) 

Mr. Bernarp Goxiprine. I have already said that none of these 
checks, every one that we mentioned, went to any Government official 
of any kind, directly or indirectly. 

Mr. Bennerr. Is that your answer in respect to this check? Is that 
your answer ? 

Mr. Bernarp Gotprint. That ismy answer. Yes, Mr. Bennett. 

Mr. Bennerr. But you decline to say for what other purpose it 
might have been issued ? 

Mr. Bernarp Gotprine. That is correct. 

Mr. Bennetr. Was it issued for the payment of a debt? 

Mr. Brernarp Gortprrne. I still tell you I decline to answer that 
question for the same reason given be fore, Mr. Bennett. 

Mr. O’Hara. Now, would you make the same answer: I notice all 
of these other checks are made payable to different companies, the 
Yale Wool Waste Co. for $80,385.35, dated March 22, 1957; the one 
made payable to Goldfine and Medows, Inc., $36,233.38, dated April 
26; check to United Waste Co., Inc., $26,000, dated March 22, 1957; 
and one to Dale Yarn Co., Inc., for $44,343.30, dated April 26, 1957. 

Do you still refuse to answer the same question as to those checks, 
Mr. Goldfine ? 

(The witness confers with his counsel. ) 

Mr. Bernarp Gorprine. Mr. O'Hara, again I must say that I re- 
spectfully decline to answer the question because it is not pertinent 
or relevant to the matters which this subcommittee is presently investi- 
gating or about which it is authorized to inquire. 

The CHarrmMan. Mr. Williams? 

Mr. Wiiu1aMs. Mr. Chairman, I believe Mr. O'Hara asked the ques- 
tions I wished to ask. 

The Cuarrman. Mr. Mack? 

Mr. Mack. Mr. Chairman, I would like to ask a question. 

Mr. Goldfine, is it not true that you were involved in a concealment 
of assets case in a bankruptcy proceeding a few years ago? 

(The Ww itness confers with his counsel.) 

Mr. Bernarp Gotprine. I decline to answer. 

Mr. Mack. Is it not a fact that you were indicted at this time ? 

( The witness confers with his counsel.) 

Mr. Bernarp Goiprinr. Would you please ask the question again! 

Mr. Mack. Will the reporter read the question ? 

(Record read.) 
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(The witness confers with his counsel.) 

Mr. Bernarp GouprineE. What time? I don’t know what you are 
talking about. 

Mr. Mack. I asked a question: Is it not true that you were involved 
in a concealment of assets case in a bankruptcy proceeding quite a 
few years ago? 

Mr. Bernarp Gouprinr. How many years ago? 

Mr. Mack. Well, I am asking if it is true and I thought that if you 
had been indicted at the time that you would remember it. 

Mr. Bernarp Gorprixe. No; I don’t know what you are talking 
about. I told youthata little while ago, and I will tell you that again. 

Mr. Mack. it is not true that you had been indicted ? 

Mr. Bernarp Gouprrne. I said I don’t know what you are talking 
about. 

Mr. Mack. I wanted to make certain that I understood the reply 
to my question and I want to ask again, is it not true that you were 
indicted in a concealment of assets case, in a bankruptcy proceeding, 
quite a few years ago? 

Mr. Bernarp Gorprine. I don’t know what you are talking about. 
This is news to me at this present time. 

Mr. Mack. In other words, if you were indicted you do not re- 
member it. 

Mr. Bernarp Gotprine. I didn’t say I was indicted. 

Mr. Mack. Well, I would like 

Mr. Bernarp GoutpFine. I say “if I were,” I told you. I didn’t tell 
you I was indicted. 

Mr. Mack. Did yousay that you were not ? 

Mr. Bernarp Gotprine. The first time I heard of it is right here 
today. 

Mr. Mack. Well, for your information, I have some evidence here 
that indicates that you were indicted quite nore years ago. 

Mr. Bernarp Gotprine. Will you, please. Can I get the date that 
you are talking about ? 

Mr. Mack. I think it would be all right. 

The CHarrman. You asked the question. Yes; it would be all 
right for them to see whatever information you have. 

Mr. Bernarp Goiprine. Can I have the date please, the date ? 

(The witness conferred with his counsel. ) 

Mr. Bernarp Goiprine. And where and when ? 

(The witness conferred with his counsel. ) 

Mr. Mack. I donot have that immediately available. 

Mr. Conen. Then you shouldn’t ask the question. 

Mr. Ross. I do not think the question was in order, Mr. Mack. 

Mr. Mack. [amsorry. I did not mean to interrupt. 

Mr. Ross. Mr. Chairman, may I respectfully submit that when 
you ask a man a question like that, as to where he was indicted, you 
ought to give him the date and place where he was indicted? If you 
do not have that available you should not ask the question. 

Mr. Mack. Mr. Chairman, I think we will have that information 
available very shortly. The counsel informs me that we do have the 
information available right here and he is handing it to you at this 
time. 

(The document was handed to the witness. ) 

Mr. Lisuman. Here is the second count. 
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(The witness conferred with his counsel. ) | 

Y ° ‘ - 1 
Mr. Rose. Mr. Chairman, may the record show that counsel has an 
handed us what purports to be a photostat of an indictment, United be 


States against somebody—I cannot read it—dated September 1909, | ru] 
50 years ago. ; 


Mr. Hair. What year ? j 

Mr. Ropp. 1909, in Boston, 50 years ago, and I do not know who is 
wrote this one, but it says here— ye 
Boston, May 6, 1910, I will no further prosecute this indictment to defendant she 
Bernard Goldfine. William H. Garland, Assistant U.S. Attorney— dis 
] 


and up above I cannot read what it says, but this is apparently 
something in 1909. What the offense is, I do not know. 

(The witness conferred this his counsel.) 

Mr. Ropes. At that time, as I understand it, Mr. Goldfine was 18 th 
years old. Are these the same things, Mr. Lishman ? 

Mr. Lisnman. That isa different one. 


to 
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Mr. Sears. The second count. 
Mr. Rogs. The other document here which is a vague sort of photo- th 
stat also dated 1901, offense, I cannot read what it says here— i: 
Defendant Bernard Goldfine retracted plea guilty. ae 
On the next page— | 
May 16, 1910, I will no further prosecute this indictment at Defendant Bernard 
Goldfine. William H. Garland, Assistant U.S. Attorney. th 
Mr. Conen. Have you got any speeding charges? ve 
Mr. Ross. Forty-nine years ago. as 

Mr. Mack. I stated, Mr. Chairman, that it was quite a few years ago. 

Mr. Goldfine, I was not familiar myself with the time, but I knew op 
that the information was here in the committee’s files. Is it a fact ha 
that the statement I made is true? be 

Mr. Bernarp Gotprine. I would not say it is and I would not - 
say it is not. I still do not know what you are talking about. ju 

Mr. Mack. Well, we have evidence here. 

Mr. Brernarp Goxuprine. That is a question, whether you have or , 
you haven’t. It 

Mr. Witurams. Mr. Chairman, in all fairness to the witness, it th 
appears to me that it would be utterly impossible for something that of 
may have happened in 1909 or 1910, when the witness was 18 or sh 
19 years old, to have any relevance whatsoever or any bearing what- pl 
soever in matters that this committee is investigating. m 

I am certain that Mr. Mack probably was under the misconception p! 
that this probably occurred in recent years. I do not want to raise / 
a point of order on it, but I trust that this matter will not be in 
pursued to any great degree. I just do not feel that it is fair to de 
the witness. Or 

Mr. Wotverton. Mr. Chairman ¥ 

The Cuarrman. Mr. Mack, what is the relevancy in connection | 
with this matter here? , 

Mr. Mack. Mr. Chairman, we have many treasurer’s checks now I 
that have not been explained, and I would not have raised this ques- t] 
tion if the witness had been more cooperative in answering the ques- 
tions that seem to me to be entirely relevant to the investigation. tl 
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We still have 17 checks that are out and have not been cashed, 
and I intended to ask if, by the use of cashier’ s checks, it would not 
be easy for any individual to conceal assets in the case of a bank- 
ruptcy proceeding. 

Mr. Ross. Mr. Chairman, might I be heard briefly? 

As the chairman, being a good lawyer, well knows, an indictment 
is @ mere accusation. Here we have an accusation made almost 50 
years ago against Mr. Goldfine, when he was 18 years old, which 
shows on its face that it was unfounded because the district attorney 
dismissed it. 

I submit, Mr. Chairman, that that can have no possible relevancy 
to the issue and I submit furthermore that, having come down here 
as a voluntary witness, that Mr. Goldfine is entitled to better treatment 
than that. 

Mr. Mack. Mr. Chairman, I would like to read from the indictment. 

Mr. Wotverton. Mr. Chairman—— 

Mr. Mack. Which states that Mr. Goldfine had pleaded guilty at 
the time. I did want to pursue it. I will not insist upon it, but I 
would like to pursue this line of questioning because of the fact that 
the checks have not been explained and it is merely an area that I 
wanted to expand upon. 

The Cuamman. Mr. Wolverton ? 

Mr. Wotverton. Mr. Chairman, I think it was very unfortunate 
that this witness should be asked a question ev idently attacking his 
veracity or at least having the purpose of attacking his veracity by 
asking whether he had been indicted some nearly 50 years ago. 

I may be wrong, but out of a long experience I am definitely of the 
opinion that the question that would have been appropriate if such 
had been the desire of my colleague would have been whether he had 
been convicted. It is my understanding that the question of indict- 
ment is not in itself, certainly not in the present status of this case, a 
justified question to ask of this witness. 

Mr. Mack. Mr. Chairman—— 

Mr. Wotverron. I would take it that if there had been a conviction, 
it might have been appropriate, if my colleague had desired to ask 
that question for the purpose that he has already stated, but in view 
of the fact that the record so far as we know at the present moment 
shows that, as we say in my own State of New Jersey, it had been nol 
prossed by the U.S. district attorney, that in itself means that there is 
not sufficient evidence to convict and therefore, the motion to nol 
prosse is made. 

Therefore, from the record as I have heard it, although it is rather 
indistinct, it would seem that if the U.S. district attorney had evi- 
dently dropped the case at that time, evidently it was lack of evidence 
or other justifying reason that prompted him to make the motion 
which probably was granted by the court. 

Mr. O’Hara. Mr. Chairman—— 

The Cuarrman. Let the Chair have something to say about this. 
I think this is going a little too far, and the C hair would hope that 
this line of discussion will not be pursued any further. 

Mr. Mack. Mr. Chairman, I would gladly withdraw the questions 
that I propounded in this line if we could have the assurance of the 
witness that we are going to have the questions answered that are 
entirely relevant to this investigation and if we can have their coop- 
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eration, I am not going to insist upon pursuing this same line of 
questioning. 

As far as I am concerned, Mr. Chairman, I am willing to ask that 
the statement be withdrawn. 

Mr. Ross. Mr. Chairman—— 

The CuatrmMan. Just a minute. Without objection, the request is 
granted. The Chair would hope that this investigation will proceed in 
accordance with all fairness to any and everybody and to the com- 
mittee itself. There is no wish to indicate that there is any other 
intention except to be fair, but it seems that that is going a little far, 

I want to make this statement also. I want counsel to hear this and 
if you have some other individual who is part of your group here, you 
might identify him for the record, too, Mr. Robb. 

Now, the Chair, when the question is raised in the matter, will make 
a determination as to whether or not they are relevant. or pertinent to 
this investigation, and I want to say that insofar as counsel is con- 
cerned, you can advise Mr. Goldfine of his constitutional rights, but 
when the question is finally raised and to the point for decision, the 
Chair will make the determination as to whether they are relevant 
or whether they are not. 

I want that to be made very clear. If the determination which the 
Chair might make is not accepted, then other steps will be taken. 

Now, Mr. Mack, if you have some questions that you want to pursue 
in line with the suggestion you made a moment ago, that would be 
a and pertinent to this, then you may proceed, sir. 

Mack. Mr. Chairman, it is not my desire to proceed at this 
sie: but I do strongly believe that the questions that have been pro- 
pounded should be replied to and especially concerning the outstand- 
ing cashier’s checks and the cashier’s checks which were deposited on 
June 2 5 or 26 after this investigation was well underway. 

They involve substantial sums of money and I would like to let 
the committee have the information that we feel is entirely relevant 
to the investigation. 

The Cuamman. Now, Mr. Bennett, you have a question. 

Mr. Bennerr. Mr. Chairm: an, in view of the statement the Chair 
just made in ruling relevancy of questions prev lously : isked about these 
checks, may I inquire if the Chair intends to make a ruling on the 
relevancy of Mr. O’Hara’s question ? 

The Cuatrman. I understand that Mr. O'Hara asked a question 
and he received a response from both Miss Paperman and Mr. Gold- 
fine, and he did not pursue it any further. 

Mr. Bennerr. I asked a question and I did not know whether the 
Chair was inclined to rule on the matter as he indicated. Therefore, 
I ask with regard to questions I asked, would be Chair rule as to the 
relevancy ? 

The Cuatrman. The gentleman may ask the question. 

Mr. D1 NNETT. Do you want me to repe at th 1e pre vious que ‘stion 4 

The Cyairnman. Yes. if you want a ruling. 

Mr. Bennett. Mr. Goldfine, for what purpose did you issue the 
November 7, 1955, check to Louis Goldblatt or purchase the certified 
check in his favor in the amount of $45,407.61 ? 

Mr. Bernarp Goiprine. Again, Mr. Bennett, I will tell you that I 
respect fully- 

The Cuarrman. Justa minute. 
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Mr. Bennett, you may ask Mr. Goldfine if the check referred to 
was issued to be used for any purpose in connection with any matters 
before the Federal Trade Commission or the Securities and Exchange 
Commission or for any purpose that might be used in any way to 
influence or otherwise have anything to do with matters before the 
Commission. 

Mr. Bennett. I would appreciate a ruling as to whether the witness 
should answer the question. 

Mr. Bernarp Gouprine. Will you please ask the question again, 
Mr. Bennett ? 

Mr. Bennett. For what purpose was this check to Louis Goldblatt 
to which we have been referring issued then ? 

Mr. Bernarp GoLpFINE. W ell, Mr. Bennett, I have said before and 
I will say it again: I respectfully decline to answer the question 
because it is not pertinent or relev ‘ant to the matters which this sub- 
committee is presently investigating or about which it is authorized 
to inquire. 

Mr. Wituiams. Mr. Chairman, may I ask a question ? 

The CuarrMan, Just a minute. 

Mr. Bennett. Just a minute. I ask the Chair to rule on that 
question I asked. 

The Cuarrman. Mr. Goldfine, was the check referred to issued for 
any use or purpose whatsoever in connection with any matter before 
the Federal Trade Commission ? 

Mr. Bernarp Gouprine. Absolutely not. 

The CuHarrman. Was it issued for any purpose whatsoever to be 
used in connection with any matter before the Securities and Exchange 
Commission ? 

Mr. Bernarp Gouprine. Absolutely not. 

The Cuamrman. Was it issued to be used for any purpose whatsoever 
in connection with any Federal regulatory agency ? 

Mr. Br RNARD GotpriIne. Absolutely not. 

The Cuatrman. Was it used for the purpose of influencing any 
matter that might have been before any of the Commissions? 

Mr. Bernarp Gotprine. Absolutely not. 

The CuarrMan. Was it issued to be used for any gift or for any 
matter that would be considered in the way of a favor or a gift to 
any public official that might have something to do with any of these 
Commissions? 

Mr. Bernarpv Gouprine. No, sir. 

The CiratrmMan. Was it issued to be used for any purpose whatsoever 
in connection with your contacting any public official or any em- 
ployee of a public official ? 

Mr. Bernarp Gouprine. No, sir 

The Cuarrman. The Chair feels that that is as far as the relevancy 
of the issuing of the check goes, and the committee, of course, can 
make a decision of its own on it. 

Mr. Bennetr. Mr. Chairman, may I be heard on that just a moment? 

The Cratmman. Yes. 

Mr. Bennerr. It is undisputed now that Mr. Goldfine has produced 
these checks. The check to which I refer, for inspection by the com- 
mittee, and has made some explanation about it. I think, in view of 
that, that he has waived any question of relevancy if he had any right 
to make that claim in the first instance. That is No. 1 
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No. 2, both Mr. Goldfine and the principal owner of the company 
which purchased the certified check were subject not only to the juris. 
diction of the Federal Trade Commission at the time the check was 
purchased, but also subject to the jurisdiction of the Securities and 
xchange Commission. 

In view of that situation plus the fact that the other company, 
Strathmore Woolen Co., which is another affiliate or wholly owned 
company of Mr. Goldfine, had pending complaints against it before 
the Federal Trade Commission, I contend, Mr. Chairman, on that basis 
plus the fact that Mr. Goldfine has alre: dy produced the check and has 
testified concerning it, that any question of relevancy or pertinency 
which might have been reserved before has now been waived. 

I think the Chair should overrule the contention of Mr. Goldfine 
as to relevancy, and require him to answer the question. 

The Crarrman. The Chair feels that the proper response through 
the ruling of the 

Mr. BENNETT. Mr. Chairman, before you rule, may I add one fur- 
ther point ? 

At the time this check was issued, the Northfield Mills had a case 
pending against it by the Federal Trade Commission which was 
settled by consent decree February 7, 1957. 

The Cuarrman. This committee has the authority granted to it by 
House Resolution 99. I thought we had a copy of that resolution here, 

It seems we always do have these things with us, but it seems not even 
a staff member has it with him over here this time. 

However, House Resolution 99 is the authority for this committee’s 
investigation. ‘The investigation is based solely on the authorization 
contained in that resolution as directed by the House. 

The resolution is not broad in its terms. It is more restrictive than 
some resolutions authorizing such investigations. Consequently, the 
authority of this committee cannot go beyond the terms of the resolu- 
tion itself in connection with the investigation. 

The resolution, as the Chair recalls, authorizes and directs this com- 
mittee to make an investigation into the administration of the laws 
of the various regulatory agencies of the Government which come 
within the jurisdiction of this committee. 

The Chair feels that the Chair has been rather liberal since some 
question has been raised about it, about certain matters that come 
within the scope of this investigation, but, on the other hand, feels 
that we cannot go beyond the scope of the investigation insofar as our 
authority is concerned. 

The gentleman from Michigan has asked a question, and that ques- 
tion is for what purpose was a particular check issued. Confining it 
to the purpose and the scope of the investigation, the witness may be 
required to answer. But, unless it is a matter that comes within the 
scope of the resolution itself, the Chair does not feel that the witness 
could be required to answer for what purpose a particular check has 
been issued. 

As long as it is tied in with the investigation, the Chair would rule 
that the witness must answer the question. 

Mr. Bennetr. Mr. Chairman, I respectfully disagree with the 
Chair’s ruling, and reserve the right to appeal the decision. 

The Cuatrman. The gentleman has that right and that authority, 
and, of course, the committee is the final determining factor. 
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Mr. Bennett. I will not press that at this point, but I think the 
Chair’s ruling follows so strictly the reasoning that he has just an- 
nounced that ‘it will practically preclude the committee from getting 
at the bottom of things that I feel we are entitled to get at the ‘bottom 
of, on the basis of our resolution, which is broad in its scope. 

I do not think the Chair has taken into consideration the surround- 
ing facts and circumstances. He simply has taken my question liter- 
ally “For what purpose did you issue this check?” and, looking at it 
literally, he sees no pertinency to it. But if you consider, Mr. Chair- 
man, the fact that the company which issued this check was then a 
defendant before one of the regulatory agencies, which it is certainly 
our duty under this resolution to investigate, and that, moreover, it 
was issued at a time when that company, when the issuer or the pur- 
chaser of this draft was a defendant in a proceeding before the 
Federal Trade Commission, you then afford yourself a better basis 
upon which to make a ruling. 

And, furthermore, Mr. Chairman, I think you have also overlooked 
the fact that this witness, by submitting voluntarily to the committee 
the check in question, and testifying to some extent about it and mak- 
ing some explanations about it, as well as an explanation about other 
similar checks, has waived his right to such a strict interpretation of 
the term “relevancy or pertinency.” Therefore, I respectfully disagree 
with the Chair’s ruling. 

The CuatrmMan. The gentleman has a right to disagree with the 
Chair’s ruling, but I would like to remind the gentleman, since the 
Chair took over the leadership of this committee the committee has 
been very successful in obtaining all the information it has sought 
thus far, and I do not know of a single instance yet in which we have 
failed to obtain the information that the committee went out to get. 
How long we will be able to bat that percentage I do not know. 

Mr. Bennett. We are not doing very well today, Mr. Chairman. 

The CHatrman. Well, we h: ave the checks here. 

Mr. Bennett. That is all. 

The Cuamman. House Resolution 99, paragraph 13, stating the 
authority of the committee, reads: 

Resolved, That effective from January 3, 1957, the Committee on Interstate 
and Foreign Commerce may make investigations and studies into matters within 
its jurisdiction, including the following— 

This is paragraph 13— 

the administration and the enforcement by departments and agencies of the 
Government of the provisions of law relating to subjects which are within the 
jurisdiction of such committee, provided that the committee shall not under- 
take any investigation of any subject which is being investigated by any other 
standing committee of the House. 

That is very clear as to what the jurisdiction of this committee is. 

The gentleman may proceed. 

Mr. Bennerr. Mr. Goldfine, I call your attention again 

Mr. Bernarp Gotprrne. Would you speak a little louder? I can’t 
hear you. 

Mr. Bennett. I call your attention again to some of these certified 

checks that were issued in 1957. Let’s take the one of March 28, 1957, 
to the Yale Wool Waste Co. Do you have any interest now or have 
vou had any personal interest in that firm ¢ 
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Mr. Brernarv Gotprinr. What did you say ? 

Mr. Bennerr. Do you now or have you had in the past any financial 
interest in that firm ? 

Mr. Bernarp Gowtprine. I never had any interest, and I haven't 
now. 

Mr. Bennett. Is that one of the firms with which Northfield Mills 
has done business for some years ¢ 

Mr. Bernarp Go:prine. Yes, sir. 

Mr. Bennett. Has the Yale Wool Waste Co., to your knowledge, 
had complaints filed against it by the Federal Trade Commission / 

Mr. Bernarp Gorprine. I don’t know. 

Mr. Bennerr. Do you know whether there was a case pending 
against—— 
Mr. Bernarp Gotprine. A little bit louder, please. I can’t hear. 

Mr. Bennerr. Do you know whether there was a case pending 
against the Yale Wool Waste Co. in 1957 when Northfield Mills had 
a case pending ? 

Mr. Bernarp Gorprine. No, sir, I do not. 

(The witness confers with his attorneys. ) 

Mr. Bernarp Gouprinr. You say pending against Northfield Mills 
or Yale? 

Mr. Bennett. Against either. There was a case pending against 
Northfield Mills. 

Mr. Bernarp Gouprine. I know nothing about Yale. 

Mr. Bennett. Was there, as far as you know, any case pending in 
the Federal Trade Commission against the Yale Wool Waste Co.? 

Mr. Bernarp GOLpFINE. No, sir, 1 do not know. 

Mr. Bennetr. On March 28, 1957, you purchased a draft in 
favor—— 

Mr. Bernarp GotpFing. What did you say ? 

Mr. Bennetr. On March 23, 1957, Northfield Mills purchased a 
draft in favor of the Yale Wool Waste Co. in the amount of $80,385.35. 
For what purpose was that check purchased ? 

Mr. Bernarp Gotprine. Upon the advice of counsel, I decline to 
answer. It is not pertinent to this investigation. 

Mr. Bennerrt. Did this check of $80,385 have anything to do with 
a settlement of a dispute between Northfield Mills and the Yale Wool 
Waste Co. ? 

(The witness confers with his counsel. ) 

Mr. Bernarp Go.prinr. Same answer. It is not relevant to this 
investigation. I decline to answer it. 

Mr. Bennerr. Was it in payment of a debt or obligation on the 
part of Northfield Mills to the Yale Wool Co. ? 

Mr. Bernarp Gouprine. I respectfully decline to answer for the 
same reason. 

Mr. Bennerr. Was there any litigation pending concerning which 
this check had any relevancy during this period ? 

Mr. Bernarp Gouprine. Again I say it is not relevant to this inves- 
tigation. I decline to answer. 

Mr. Bennett. Did the issuance of this check have anything to do, 
directly or indirectly, with any matter which Northfield Mills Co. or 
the Yale Wool Waste Co. had pending before the Federal Trade 
Commission ? 

Mr. Bernarp Goutprine. Would you please ask me that again? 
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The CHarrMAN. You must answer that question, Mr. Goldfine. 

Mr. Bernarp Gotprine. Would you please ask me that question 
again ¢ 

“The CuairMan. Let us have a little better order. 

Mr. Reporter, will you repeat the question ? 

(The pending question was read by the reporter. ) 

Mr. Bernarp Gotprrne. Absolutely not; no, sir. 

Mr. Bennerr. Mr. Chairman, I have some further questions on 
these matters, but I think I will defer for questions by other members. 

The Cuamman. We have come to a pretty late hour. Apparently 
we never did get away from the $89,000 for which no explanation has 
been given, and apparently no answer can be given or no answer will 
be given if an attempt is made with reference to clearing up this 
889.000, It seems that we have been on it a good long while. The 
explanation certainly is unsatisfactory. We did not get to these 
checks that are still liquid here. I want the record to show that they 
are returned to Miss Paperman. I ask her to bring them back with 
her in the morning, and be careful where you put them in the room 
tonight. 

Miss ParerMAN. I sure will. 

The CuatrMan. The committee will adjourn until 10 o’clock in the 
morning, at which time you will return, Mr. Goldfine. 

(W he sreupon, at 5:10, the committee was recessed, to reconvene at 
10a.m. Thursday, July 10, 1958.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


THURSDAY, JULY 10, 1958 


Houses or REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m. in the 
caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack, Flynt, Moss, 
O’Hara, Hale, and Bennett. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Stuart C. Ross, committee consultant; Francis X. McLaughlin, sub- 
committee attorney ; and Herman C. Beasley, subcommittee clerk. 

The CuarrMan. The committee will come to order. 

In resuming the hearings this morning Mr. Goldfine has returned 
as a witness, making himself available for further interrogation by 
the chief counsel and members of the committee. 

At the outset, Mr. Goldfine was asked the question yesterday, which 
at that time he responded to by declining to answer the question be- 
cause he raised the point of relevancy. ‘That was “Why did you de- 
posit the checks referred to on the 25th of June” which was just after 
the wire had been received which was sent inviting Mr. Goldfine to 
appear and testify before the committee, as he announced that he would 
be glad to do. 

1 understand, Mr. Goldfine, you wish to answer that question this 
morning. 


TESTIMONY OF BERNARD GOLDFINE, NEWTON CENTER, MASS.; 
H. MAXWELL GOLDFINE, SAN CARLOS HOTEL, NEW YORK, N.Y.; 
ACCOMPANIED BY MILDRED PAPERMAN, TREASURER, BOSTON 
PORT DEVELOPMENT CO.; SAMUEL P. SEARS AND LAWRENCE R. 
COHEN, ATTORNEYS AT LAW, BOSTON, MASS.; LESTER LAZARUS, 
ATTORNEY AT LAW, NEW YORK, N.Y.; ROGER ROBB AND 
WILLIAM A. PORTER, ATTORNEYS AT LAW, WASHINGTON, D.C. 


Mr. Gouprine. Yes, Mr. Chairman. 

The CuatrmMan. You may have the privilege of answering it at 
this time if you desire. 

Mr. Gouprine. Thank you. 

The Cuatrman. To make it perfectly clear, after you had received 
a Wire, an invitation to testify before the committee, the certain checks, 
as it was testified yesterday, were deposited in the bank and the de- 
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osits were made on these various checks referred to—five in all, I 
velieve, at that time—were deposited on June 25, the question was 
asked of you yesterday by Mr. O’Hara, I believe, why did you deposit 
the checks at that particular time. 

You many answer the question if you desire. 

Mr. Gouprine. Mr. Chairman, yesterday one of you gentlemen 
asked why we recently put some of our checks back in our account. I 
would like to clear this up. The answer is simple. 

We wanted to prove to you that we still had the checks and that 
they. weren’t being held or used by someone else. For business reasons 
we didn’t want to put all the checks back in the bank. So we brought 
the rest down to show you. That’s all there is to it, Mr. Chairman. 

The Cuarrman. Did you bring the checks back that we had yester- 
day that have been referred to as “live’’? 

Mr. Gouprine. Yes, Mr. Chairman. We have them right here. 

The Cuarrman. I think, Mr. Counsel, the first thing that 1 would 
like you to do is to identify those checks in the record, check by check, 
so that we can get that over. Following that, Mr. Bennett has a mat- 
ter that he wants to bring up in relation ‘tothem. Then it is my hope, 
the chairman’s hope, that we can pursue this hearing by letting the 
counsel proceed until he concludes the questions that he has and that 
the staff has regarding these matters so this record can be made as it 
should be and without too much deviation to other matted. 

Mr, Wiuuiams. I hate to be the first to violate that, but I would like 
to ask Mr. Goldfine a quest ion as a followup to his explanation of why 
these checks were deposited. 

The CHairman. Let me first say now that the Cliatr is being as 
tolerant as he possibly can. I want all these questions answered. I 
know there are many questions that arise In the minds of meinbers 
and I want you to ask the question now, but I do want to make it clear 
that if we go along this way we will be like we were in the channel 
10 case and we w ill be a month on this thing, whereby the counsel can 
develop it because he has all the information. 

Mr. Witurams. Mr, Chairman, the witness has just made a state- 
ment that requires a bit of clarification. I feel that this is the point 
to have it clarified rather than later, because the clarification later 
would be desiccated. 

Mr. Goldfine, you indicated that you made the « leposits in order to 
show the committee that you had these checks, that the V ii vl not gotten 
out of your possessio m. Youstated further ‘thi at you did not deposit 
all of the checks because you wanted to keep some to show to the com- 
mittee. What was your statement 

Mr. Gouprine. I didn’t Say that | wanted to keep those checks. We 
could deposit all those checks. It is nothing unusual for us to have 
checks and deposit them at different times when we think it is for the 
benefit of the business. We have done that for years. It is nothing 
unusual. 

Mr. Wituiams. The point of my question is this: Why were some of 
the checks deposited and not all of them ¢ 

Mr. Gouprine. No particular reason, no reason whatever. 

Mr. Witurams. Was it just an arbitrary reason 4 

Mr. Gotprine. I said no particular reason. 

Mr. WittraMs. No particular reason / 
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Mr. Gouprinr. I will read it for you again if you would like to hear 
it, Mr. Williams. 

Yesterday one of you gentlemen asked why we recently put some of 
our checks back in our account. I would like to clear this up. . The 
answer is simple. We wanted to prove to you that we still had the 
checks and they weren’t being held or used by someone else. For busi- 
ness reasons, we didn’t want to put all the checks back in the bank so 
we brought the rest down to show you that we had those we hadn't 
deposited. That is all there is to it. 

Mr. WitutaMs. All right, sir. 

The Cuarman, Mr. Lishman. 

Mr. LisuMan. Yes, sir. 

The Ciairman. I think to expedite it, if you will, just take the 
checks and identify them by number, type, to whom payable, and 
amounts. 

Mr. Sears. Miss Paperman, how many are there ? 

Miss ParerMan. Eighteen. 

Mr. Lisuman. There have just been handed to me by Miss Paper- 
man the following checks, some of which are certified and some of 
which are treasurer’s checks on the Pilgrim Trust Co., Boston, Mass. 

The first check is No, 17419. It is hard to read the writing, but it 
looks as though dated December 30, 1949. Is that correct ? 

Miss Parerman. December 30, 1949. 

Mr. Lisuman. The check was payable to the order of Cynthia Geld- 
fine in the amount of $250, and it is drawn on the account of North- 
field Mills, Inc. 

The back of this check contains in pen and ink at the top, “Not 
used,” and underneath bears the endorsement, “Pay to the order of 
Pilgrim Trust Co., Boston, Mass., Northfield Mills, Inc.” 

The second check is No, 17406, in print, and above it in pen and ink 
isthe number 17771. This check, in the amount of $250, is to the order 
of Gwen Goldfine, is drawn on the Pilgrim Trust Co., by Northfield 
Mills, Inc., and on the back bears the pen and ink words “Not used,” 
and the endorsement, “Pay to the order of Pilgrim Trust Co.” 

Mr. Conen. Did you give the date of that, Mr. Lishman ? 

Mr. Lisuman. The date of that check is also December 30, 1949. 
That check was a certified check. The next check is a treasurer's 
check payable to the order of Eileen Griffin in the amount of $50. It 
is dated December 18, 1953, No. 148798, and it was purchased from 
the Pilgrim Trust Co. of Boston. On the back of this treasurer’s 
check are the words in pen and ink, “Not used,” and the endorsement, 
“Pay to the order of Pilgrim Trust Co., Boston, Mass., Northfield 
Mills, Inc.” 

The next treasurer's check is numbered 165830, dated July 10, 1956, 
to the order of A. M. P. Williamson, in the amount of $250, and bears 
on the back the words in pen and ink, “Not used,” and the endorse- 
ment, “Pay to the order of Pilgrim Trust Co., Boston, Mass., North- 
field Mills, Ine.” 

The next treasurer's check is No. 107315, dated March 15, 1948, pay- 
able to the order of Strathmore Woolen Co., in the amount of $5,000. 
It is drawn on the Pilgrim Trust Co., and on the back, in pen and ink, 
are the words “Not used” and the endorsement “Pay to the order of 
Pilgrim Trust. Co., Boston, Mass., Strathmore Woolen Co.” 
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The next treasurer’s check on Pilgrim Trust Co. is No. 107317. It 








is dated March 15, 1948, in the amount of $5,000, payable to Strath- Th 
more Woolen Co. On the back of this check, in pen and ink at the | $10 
top are the words “Not used” and the endorsement “Pay to order of of | 
Pilgrim Trust Co., Boston, Mass., Strathmore Woolen Co.” 7 
The next treasurer’s check drawn by Pilgrim Trust Co. is numbered dat 
107318, dated March 15, 1948, payable to the order of Strathmore B-1 
Woolen Co, in the amount of $8,850.25. On the back at the top are | wr 
the words, in pen and ink, “Not used” and the endorsement “Pay to | , 
1 aad of Pilgrim Trust Co., Boston, Mass., Strathmore Woolen | pay 
0." ( 
The next treasurer’s check on Pilgrim Trust Co. is No. 107320, . 
dated March 15, 1948, payable to the order of Strathmore Woolea hei 
Co., $5,000, and on the back are the words, in pen and ink, “Not wa 
used” and the endorsement “Pay to the order of Pilgrim Trust Co,, | ] 
Boston, Mass., Strathmore Woolen Co.” : | are 
The next check is a certified check on the Pilgrim Trust Co. It is | ; 
No. 1594, dated January 10, 1947, in the amount of $46.75, payable j 
to the order of Cynthia Soboroff, S-o-b-o-r-o-f-f. This check was | pl 
drawn by Strathmore Woolen Co. On the back of the check are the | 7 
words, in pen and ink, “Not used” and the endorsement “Pay to the ma 
order of Pilgrim Trust Company, Boston, Massachusetts, Strathmore 
Woolen Company.” ‘ ) 
The next check is a certified check on the Pilgrim Trust Co., No. | wa 
1637, dated January 17, 1947, in the amount of $46.75, payable to | j 
Cynthia Soboroff. It was drawn by Strathmore Woolen Co. On the | in 
back are the words, in pen and ink, “Not used” and the endorsement | th 
“Pay to the order of Pilgrim Trust Company, Boston, Massachusetts, | | 
Strathmore Woolen Company.” 
The next check is a certified check on Pilgrim Trust Co., No. 1664, | ) 
dated January 24, 1947, in the amount of $46.75, drawn to the order of 
of Cynthia Soboroff and drawn by Strathmore Woolen Co. On the | 
back are the words, in pen and ink, “Not used” and the endorsement | kn 
“Pay to the order of Pilgrim Trust Company, Boston, Massachusetts, yo 
Strathmore Woolen Company.” ; 
The next is a certified check, No. 6700, on Pilgrim Trust Co., dated | W 
December 10, 1949, in the amount of $250, to the order of Cynthia | 
Goldfine, drawn by Strathmore Woolen Co., and on the back are the | 
words, in pen and ink, “Not used” and the endorsement “Pay to the | | 
order of Pilgrim Trust Company, Boston, Massachusetts, Strathmore an 


Woolen Company.” 

The next is a certified check on Pilgrim Trust Co., No. 6699, dated ste 
December 30, 1949, payable to the order of Gwen Goldfine, in the 
amount of $250, drawn by Strathmore Woolen Co., bearing the words 
on the back, in pen and ink, “Not used” and “Pay to the order of 
Pilgrim Trust Company, Boston, Massachusetts, Strathmore Woolen 
Company.” 

The next check is a treasurer’s check on Pilgrim Trust Co., No. ne 
77262, dated July 19, 1943, payable to the order of Bernard Goldfine, 
in the amount of $6,500, and on the back thereof is the endorsement 
“Bernard Goldfine.” or 

The next is a treasurer’s check, Pilgrim Trust Co., No. 177698, dated 
April 4, 1958, payable to the order of Bernard Goldfine, in the amount be 
of $50,000, and the back bears no endorsement or writing. 
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The next is a treasurer’s check of Pilgrim Trust Co., No. 177700. 
This is payable to the order of Bernard Goldfine in the amount of 
$100,000 and bears no endorsement on the back thereof. The date 
of this check was April 4, 1958. 

The next is a treasurer’s check of Pilgrim Trust Co., No. 168590, 
dated December 20, 1956, payable to the order of James Bruton, 
B-r-u-t-o-n, in the amount of $250, and bears no endorsement or 
writing on the back thereof. 

The next is a treasurer’s check, No. 89177, dated June 22, 1945, 
payable to the order of Samuel Pearlman i in the amount of $32,630. 91, 

and containing, on the back, the endorsement of Samuel Pearlman. 

I would like to hand these checks back to Miss Paperman and have 
her acknowledge for the record that she has received every check that 
was handed to me a few minutes ago. 

Miss Parerman. I am going to count them and make sure there 
are 18. 

Yes; I have 18 checks returned to me. 

Mr. Lisuman. Would you make that statement for the record, 
please ¢ 

Miss ParerMan. I acknowledge the return of 18 checks, Mr. Lish- 
man. Thank you. 

Mr. Lisuman. Mr. Chairman. 

The Cuarrman. Mr. Lishman, Mr. Bennett has a matter that he 
wanted to bring up. 

Mr. Bennerr. Mr. Chairman, I would like to renew questioning 
in at. least two instances of the development of testimony concerning 
these checks. 

Mr. Goldfine, do you know Samuel Pearlman / 

Mr. Bernarp Gouprine. Yes; I do. 

Mr. Bennett. Is he one of the principal stockholders and owners 
of the Yale Wool Waste Co. ? 

Mr. Bernarp Gorprine. I know him as a stockholder. I don’t 
know whether he is the principal stockholder, or not. I can’t tell 
you. 

Mr. Bennetr. Does he have anything to do with the Yale Wool 
Waste Co.? 

Mr. Bernarp Gotprine. I think he has. 

Mr. Bennerr. You do not know what capacity ¢ 

Mr. Bernarp Go.prine. I think he calls on some of the accounts 
and I think he does some of the selling. 

Mr. Bennerr. Mr. Pearlman also 1s a partner or coowner, or a large 
stockholder in one or more of your firms 4 

Mr. Bernarp Gotprine. Not to my knowledge. 

Mr. Bennerr. Are you interested in the Wilton Woolen Co. ? 

Mr. Bernarp Gotprine. I was a stockholder there, yes. 

Mr. Bennerr. You are not a stockholder now ? 

Mr. Bernarp Gouprine. Not now, I am not, no. It is out of busi- 
ness. 

Mr. Bennerr. For how long? When did it go out of business? 

Mr. Bernarp Gotprine. It has been out business now for about 3 
or 4 months. 


Mr. Bennerr. Were you a principal stockholder in the company 
before ? 
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Mr. Bernarp Gorprine. No; I was not the principal stockholder, 
I was just the stockholder. I wasn’t the principal stockholder. 







Mr. Benner. Were you a lar by awk s 
Mr. Bernarp Gowprtnz. Well, I don’t know what you consider a a8 


large stockholder. h 
Mr. Bennetr. Did you own the controlling interest ? 


Mr. Bernarp Gorprrr. I never owned the controlling interest. S 
Mr. Bennetr. What percentage of the firm did you own, approxi- d 
mately ? We 
Mr. Bernarp Gorprine. Well, one of the corporations that I was | 
interested in had 25 percent and I had also 25 percent. | We 
Mr. Bennett. Was Mr. Pearlman a stockholder in that firm? N 
Mr. Bernarp Gouprrnr. Mr. Pearlman was a stockholder, but at | 7" 
the end he was not a stockholder as far as a common stockholder. JI i 
think that his company did have some preferred stock in that ¢om- ’ 
pany. There were other stockholders besides. ths 
Mr. Benner. By “his company,” you mean the Yale Wool Waste |} 7" 
Co.? ; } gat 
Mr. Bernarp Gorprine. Well, he and his pattnes, I think the oul 
Yale or he and his partner. I cannot tell you how they divided up wh 
their stock. d 
Mr. Bennetr. Are you aware of the facts that the Yale Wool Waste , om 
Co. was before the Federal Trade Commission or being investigated by | 9 
that agency in 1957 on a complaint that it had sold mislabeled cash- | 
mere-wool stock to your firm at very low prices? | for 
Mr. Bernarp Gorprine. I told you that I didn’t know anything ora 
about that yesterday, and I am te Ming you the same thing today. pl 
My son can answer that question very easily. He is right here, | Ce 
He does the buying so he can talk to you more intelligently than I C 
can. . 

Mr. Bennerr. You say you had no information and no information : 
now as to 

Mr. Bernarp Gouprine. I do not 

Mr. Bennerr. Wait until I finish the question. 

You had no information yesterday, and you have no information co! 
now of the fact that the Yale Wool Waste Co. was before the Fed- th 
eral Trade Commission on a complaint that they had sold mislabeled | 
cashmere and wool to the Northfield Mills? = 

Mr. BerNarp Gotprine. Up to the present time, no, I don’t know, = 
but my son isright here. He can answer it. | 

Mr. Bennett. Have you talked to your son about it since yesterday! | 

Mr. Bernarv Gouprine. I saw my son, but I didn’t talk to him any- te 
thing about it. th 

Mr. Bennerr. You have not discussed it with him ? hi 

Mr. Bernarp Gotprrne. No, no discussion at all. : 

Mr. Bennett. I did not want to go into this at length, Mr. Chair- | 
man, but could Mr. Goldfine’s son answer that question “Yes” or Y 
“No” so that we can have it on the record ? tl 

The Cuatmman. I am sorry. What was the question ? a 

Mr. Conen. I am repeating the question to him. ol 


Mr. Bennett. I will repeat the question. - 
Are you aware of the fact that the Yale Wool Waste Co. was be- 
fore the Federal Trade Commission, or being investigated by that 
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agency in 1957 on a complaint that it had sold mislabeled cashmere- 
wool stock to your firm—that is Northfield Mills? 

Mr. Maxwett Gotprine. I knew they were before the Federal Trade 
Commission, but not in 1957, Mr. Bennett. 

Mr. Bennett. On this matter? 

Mr. Maxwecyi Gorprine. On which matters, Mr. Bennett? 

Mr. Bennerr. The matters which I have asked. 

Mr. Maxwett Gortprine. This has nothing to do with the Wilton 
Woolen Co., does it, sir? 

Yes, | knew they were before the Federal Trade Commission—Y ale 
Woolen. 

Mr. Bennerr. Was the Wilton Woolen Co. before the Federal 
Trade Commission also at that time? 

Mr. Maxwett Gorprine. Not to the best of my knowledge. 

Mr. Bennerr. Mr. Chairman, I would like to state for the record 
that I have information from our staff procured from the Federal 
Trade Commission to the effect that in 1957 the Commission investi- 
gated Joseph Brown Woolen Co. of Providence, R.I., which had 
supplied mislabeled cashmere wool stock to the Yale Wool Waste Co., 
which in turn sold it to Northfield Mills at a very low price. 

A complaint was issued against both Joseph Brown Woolen Co. 
and the Yale Wool Waste Co. for violation of the Wool Labeling Act 
and consent settlement was made. 

In order that the record can confirm that, I would like permission 
for the staff to put in the record whatever document from the Fed- 
eral Trade Commission necessary to establish that there was a com- 
plaint and that this complaint of violation was pending before the 
Commission in 1957. 

The Crarrman. What was the date of the complaint before the 
Commission, Mr. Bennett ? 

Mr. Bennett. I do not have the date. 

The CHarrmMan. What was the date of the settlement ? 

Mr. Bennett. I do not have that, Mr. Chairman. 

What I am trying to establish for the record is that there was a 
complaint pending. I do not care how the complaint was settled at 
the moment. 

Mr. Ronn. Mr. Chairman, Mr. Maxwell Goldfine tells me that he 
might be able to throw some further light on this matter if he could 
say another word or two. Might he do that? 

The Crarman. Very well. The best information is the record it- 
self before the Federal Trade Commission; but if he has the informa- 
tion, let him explain it to the committee. 

Mr. Ross. Mr. Chairman, the records, of course, have to do with 
the Yale Wool Waste Co. Mr. Goldfine has something to say about 
his records of his company. 

The CHarrman. You may proceed, Mr. Goldfine. 

Mr. Maxwett Gorprine. Mr. Bennett, it is not a fact that the 
Yale Wool Waste Co. sold us a cashmere product that was less money 
than the competitors at the time at a very, very low price. That 1s 
not a true statement. The records will show that we paid more to 
other people in many instances, that we paid less to other people in 

many instances. 

The Cuareman. Mr. Goldfine, as I understand, it was not a ques- 
tion of the facts involved in the complaint. The question that Mr. 
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Bennett asked you was were you aware that such a complaint was Mr 
pending before the Federal Trade Commission and that a settlement | answ 
was made? Th 
In what manner was that, Mr. Bennett ? issue 
Mr. Bennett. I do not have the complete information on that, Mr, Mi 
Chairman. What I am trying to establish is there was a complaint Th 
pending and that the Goldfine people knew about it. Mi 
The Cuarrman. Were you aware of such a complaint ? knov 
Mr. Maxweti Gouprine. Pardon me, Mr. Chairman M 
The Cuarrman. Were you aware, or any of your associates of your | or p 
companies, that such a complaint existed ? Nort 
Mr. Maxwext Gorprine. I was aware of it, but I couldn’t set the M 
date when it was. addi 
Mr. Bennerr. This question to Mr. Goldfine, Sr. : let 1 
Were either of the two certified checks of $80,385.35 or $95,597.29 M 
issued on March 28 and April 30, 1957, respectively, issued by North- | pur] 
field Mills, Inc., to Yale Wool Waste Co., either in payment or part he 
payment or settlement of any kind for products obtained by North- one 
field Mills for use or disposition by that firm ¢ be st 
Mr. Bernarp GoLprine. Will you please ask the question ? T: 
The Crarrman. Mr. Reporter, will you repeat the question / wer 
(The pending question was read by the reporter.) ost 
(Mr. Bernard Goldfine confers with counsel. ) Inve 
Mr. Bernarp Gotprine. The checks were not used. They were re- whi 
deposited. So it couldn’t be. } sion 
Mr. Bennerr. I am speaking about the purpose of their being is- | Y 
sued. | ther 
Mr. Bernarp Gorprine. I told you the checks—the purpose for | ans 
being issued, Miss Paperman can answer that. But how can it be | can 
something you are talking about when they were not used? They were | N 


redeposited. | the 


Mr. Bennett. The fact that they were not used does not have any- | ing 
thing to do with it. | tior 
Mr. Bernarp Gowprine. It has a lot to do with it. Suppose the T 
check was made out to Tom Jones. There might be a persona] reason | put 
why the check wasn’t used and certain matter didn’t materialize. Then | ) 
you would redeposit that check, wouldn’t you? wh 
Mr. Bennett. I think I would. giv 
Were the checks I am speaking of issued for the purposes that I have que 
inquired about ? ; tin 
Mr. Bernarp Gotprine. What did you say, Mr. Bennett? Ask the inv 
question again, please. ] 
Mr. Bennett. The question was, Were either of these two checks | tio 
issued to Yale Wool Waste Co. either in payment, part payment, or | ; 
settlement of any kind for the product obtained by Northfield Mills to 
for use or disposition by that firm. ter 
Mr. Bernarp Gotprine. I answered the question before. It is the to 
same answer I gave a few minutes ago: They were not used and they 
were redeposited in the bank. tic 
Mr. Bennett. Mr. Chairman, that is not responsive to my question. sul 
The Cuarmman. As I understand, Mr. Goldfine, you have explained th 


that they were not used for that purpose, and indicated they were not 
even issued for that purpose. But, nevertheless, the question asked—— pe 
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Mr. Bennett. He did not say they were not issued. He has not 
answered that. 

The Cuarrman. The question asked by Mr. Bennett was, Were they 
issued for such purpose ? 

Mr. Bernarp Gotprine. For what purpose ? 

The Cuarrman. The purpose that he just mentioned. 

Mr. Bernarp Gotprine. He would have to tell me again. I don’t 
know what he is talking about. 

Mr. Bennett. Well, were they issued for the purpose of payment 
or part payment or settlement of any kind for products obtained by 
Northfield Mills for use or disposition by that firm ¢ 

Mr. Bernarp Gotprine. I have answered it; but, to give you an 
additional answer, Mr. Chairman, I would appreciate it if you would 
let Miss Paperman answer that for me or for herself. 

Miss Parerman. Mr. Chairman and members of the committee, the 
purpose of the issuance of those checks is not relevant to this issue. 
The checks have been redeposited. They were not endorsed to any- 
one else, and they did not go to any public official, and that should 
be sufficient. 

The CuatrmaNn. Mr. Goldfine, Mr. Bennett asked you the question 
were these checks that he referred to issued in 1957 issued for the pur- 
pose of paying for any product or any material or any debt or any 
involvement with the Yale Wool Waste Co. by the Northfield Mills 
while there was this case pending before the Federal Trade Commis- 
sion. 

You have just stated that they were not used for that purpose, and 
they were redeposited, and that speaks for itself. But you did not 
answer the question were they issued for that purpose. You simply 
can say yes or no. 

Mr. Bernarp Gotprtne. I can’t for this reason: I have answered in 
the way that I possibly could. I tried not to take advantage of read- 
ing this memorandum I have here, and if Mr. Bennett wants an addi- 
tional answer I will have to say—— 

The CuarrmMan. You have said that they were not used for that 
purpose. 

Mr. Bernarp Goutpr1NnE. Whatever I said stands. I can’t go beyond 
what I have said. If there is any additional answer I will have to 
give I will say that I respectfully decline to answer any additional 
questions about these checks he is talking about because it is not per- 
tinent or relevant to the matters which the subcommittee is presently 
investigating or about which it is authorized to inquire. 

Mr, Bennetr. Mr. Chairman, I would like to ask one further ques- 
tion. 

Were either of these checks used in the line of credit or otherwise 
to the Yale Wool Waste Co. to enable that firm to purchase the ma- 
terials and supplies which might later in some way or another come 
to your firm ? 

Mr. Bernarp Gouprine. I respectfully decline to answer the ques- 
tion because it is not pertinent or relevant to the matters which this 
subcommittee is presently investigating or about which it is au- 
thorized to inquire. 

Mr. Bennett. Now, Mr. Chairman, I ask for a ruling on that, and, 
pending that, I would like to point out one or two salient facts. 
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Admittedly, Mr. Pearlman, to whom one of these other checks had 
been issued, was an owner or manager of the Yale Wool Waste Co, 
or had something to say about the management of that firm. He is 
also an associate stockholder of Mr. Goldfine in another firm called 
the Wilton Woolen Co., which has now been dissolved. At the time 
that these checks were issued a complaint was pending against the 
Yale Wool Waste Co. on the part of the Federal Trade Commission 
based upon mislabeling, wherein it was alleged in part that some of 
these goods that were alleged to be mislabeled had been sold at a very 
low price to Northfield Mills, which is also controlled by Mr. Gold- 
fine. 

Now, under the provisions of the Federal Trade Commission Act 
in connection with a complaint of mislabeling, one of the rights and 
the duties of the Federal Trade Commission in conducting such in- 
vestigations is to make inquiries as to the price paid for any of the 
alleged mislabeled products. 

Now, conceivably, the two checks to which I have referred could 

ave been used in payment or for the purposes for which I have sug- 
gested in my question, and for that reason and for the further reason 
that the Federal Trade Commission itself has the right under the law 
to make inquiry concerning these checks in the course of its investiga- 
tions of this complaint, I think, under the broad jurisdiction of this 
committee to determine whether the Federal Trade Commission ac- 
tually, properly, and fully conducted its examination, we have a right 
here to make a similar inquiry. 

I guess I didn’t have the Chair’s attention. 

The Cuamman. Yes; you have the Chair’s attention. 

Mr. Bennett. On that basis, I think the witness is required to an- 
swer the question. 

The Cuarrman. Mr. Goldfine, as I understand it, Mr. Bennett has 
asked you a very simple question. That is, were these checks referred 
to issued for the purposes stated involving this matter with the Yale 
Wool Waste Co., which had a complaint against it before the Federal 
Trade Commission. 

As I understand, you declined to answer the question. 

Mr. Bernarp Gotprine. Yes, Mr. Chairman. 

The Cuamman. The Chair wants to say that I think this is getting 
pretty far toward a ridiculous attitude, further toward a lack of 
cooperation. 

Now, there seems to be a very close line of demarcation here in the 
matter. You have already said that the checks were issued during that 
year, that the checks were redeposited June 25, they were not used 
for that purpose, and that speaks for itself. Yet you decline to 
answer “Yes” or “No” to the question as to whether or not they were 
issued for that purpose, which seems to me an unreasonable attitude 
to take. 

On the other hand, the Chair feels that the requests for such a 
response before us at this time, first, is pertinent and relevant but yet 
it seems to be questionable in the Chair’s opinion as to what good or 
benefit could come from even.such a response. 

Mr. Bennett. Well, it cleared the air, Mr. Chairman. 

The CHarmman. Well, there are a lot of things that need to be done 
to clear the air around here so that we could get on with the hearing 
as to what the record shows. 
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The Chair feels that a decision cannot be made on this matter pre- 
sented to it until it gets the books of the company. In order to 
show to this committee how it was treated on your books at the time 
it was issued, it will be the purpose of the chairman to issue a subpena, 
Mr. Goldfine, for the presentation of your books in order that this 
matter of relevancy on this question can be determined. 

Mr. Bennett. Mr. Chairman, if the witness will not discuss or 
answer any questions as to the purposes of the check, I assume he will 
not furnish the committee with the bookkeeping entries which would 
answer the question. I would be glad if he would. 

Would you do that, Mr. Goldfine. Would you supply the books for 
us? 

(The witness conferred with his counsel.) 

Mr. Bernarp Gotprine. Upon the advice of counsel, I can’t answer 
that question. 

(The witness conferred with his counsel.) 

Mr. Bernarp Gotprinr. My counsel said we will decide that when 
we are subpenaed. We will wait until we get it. 

Mr. Bennerrt. I would ask this question: Would you now say 
whether you voluntarily would submit them or as a result of the 
subpena ? 

Mr. Bernarp Gouprine. I have answered the question. 

Mr. Bennett. Mr. Chairman, I have one or two other questions in 
relation to the Boston Port Development Co. 

Mr. Goldfine, I call your attention to certified checks purchased by 
the Boston Port Development Co. 

Mr. Sears. The witness cannot hear you, Mr. Bennett. 

The Cuairman. Let us have order. 

Mr. Bennetr. I do not like to shout, Mr. Chairman. 

The Cuatrman. The Chair hopes that these matters can be pre- 
sented and we can get on with this, Mr. Bennett. 

Mr. Bennett. I have a specific question that I would like to get into 
the record and get a ruling on it with respect to the Boston Port 
Development Co. 

The Cuatrman. We have been here an hour trying to get these spe- 
cific questions too. 

Mr. Bennertr. Mr. Chairman, it has not been an hour. I want to 
expedite this. There is no purpose on my part to delay or procrasti- 
nate these hearings. I am just anxious to find out why we cannot get 
this information. 

I want to say for the record what I have said before, that I am not 
attributing anything improper in respect to the issuance of this check 
for the simple reason that I do not have any information upon which 
to base such an opinion but, in view of the witness’ persistent reluc- 
tance and refusal to answer the questions, I do suspect that there might 
be something improper about them. Otherwise, I cannot see why he 
would not answer. 

The Cuarrman. The gentleman’s suspicion, of course, is understood. 
Proceed with your question. 

Mr. Bennett. Mr. Goldfine, in 1943 the Boston Port Development 
Co. bought a certified check payable to Brickley, Sears & Cole. I 
think I have a pretty good idea as to why that particular check was 
purchased. Would you be willing to answer a question as to the pur- 
pose of that check ? 
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Mr. Bernarp Gorprine. I would like to have Miss Paperman an- 
swer that question. She is right here. 

The Cuatrman. Can you answer the question yourself ? 

Mr. Bernarp Gorprine. No, I cannot, Mr. Chairman. 

The Cuarran. All right. Then you should say so. We did not 
ask Miss Paperman that question. The question was asked of you. 
If you cannot answer the question, say you can or say you cannot. 

(The witness conferred with his counsel.) 

Mr. Bernarp Gorprine. I thought I told you, Mr. Chairman, I can’t 
answer that question. I am sorry. 

The CHareman. All right. 

Mr. BENNETT. Ww ell, Mr. Chairman, may we ask this question: On 
December 20, 1957, the Boston Port Development Co. bought a certi- 
fied check for $30,000 payable to a No. 5-189. To whom and for what 
purpose was that check issued ? 

Mr. Bernarp Gotprine. I have answered that question at this last 
hearing, Mr. Bennett. It’s right in the record. 

Mr. Bennerr. Would you repeat your answer? 

The Cuarrman. When was that question answered ? 

Mr. Bernarp GoriprriNne. Mr. Lishman asked me that and my an- 
swer is recorded. Mr. Lishman has it right in detail. I do not recall 
it. Was ita long involved answer ? 

Mr. Lisuman. It was quite along answer. It involved taxes for the 
city of Boston and ~ it this check was used for that purpose. 

Mr. Ross. Page 2732 of the record, Mr. Bennett. 

Mr. BeNnNerr.. Do you want me to read the answer? 

Mr. Bernarp Gotprrne. Mr. Lishman asked me: 








I am waiting for the answer on the $30,000 check. 
And Mr. Goldfine answered: 


Mr. Lishman, that $30,000 check which you are talking about, Miss Paper- 
man tells me that was deposited in the Pilgrim Trust Co. and made payable to 
them because the city of Boston taxes, which is due on the East Boston Co. | 
has not been paid, and it is up for a hearing because the company thinks they 
are entitled to an adjustment. And since that time, instead of using that check, | 
they have taken that money plus an additional $20,000, which is $50,000, and 
has been paid on account of a first mortgage which they have had for a long 
time on East Boston land. And they reason why they wanted to have it that 
way is because due to the fact that they have merged or have been taken over by 
the Merchants, and I understand from Mr. Struges that’s the kind of a note, 
mortgage on land, that the Merchants weren’t very keen about taking over and 
they would refer to make a payment on that mortgage. It was $85,000 then, and 
now it is down to $35,000. 


(The witness conferred with his counsel.) 
Mr. Bennett. [s your answer—— 
Mr. Bernarp Gotprine (reading) : 






Mr. LIsHMAN. Mr. Goldfine, that is a satisfactory answer. We can get along 
very well with each other. 

It might help the committee to know that the 5-189 is the Pilgrim 
Trust Co. 

Mr. Bennerr. I might ask Mr. Lishman to explain it because 
frankly, I do not understand it. 

Mr. Hatz. I did not hear that last. The 5-189 is what? 

Mr. Ross. 5-189 is the clearinghouse number of the Pilgrim Trust 
Co. clearinghouse, as I understand. 

The CuarrmaNn. Is there anything further, Mr. Bennett? 
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Mr. Bennerr. I do not want to belabor the point, Mr. Chairman, 
but I still do not know what the check was used for. 

Was it used to pay the mortgage or used to pay taxesé 

Mr. Bernarp Gouprine. It was used to pay on account of the mort- 
gage. The mortgage originally was $89,000, and by paying down 
the $50,000, it was reduced to $35,000. It’s a first mortgage on the 
Jand the Pilgrim Trust Co. had for 3 years. 

Mr. Bennett. So that. this $30,000 check was used to reduce a mort- 
gage that the Pilgrim Trust Co. had on property of the Boston Port 
Development Co. 

Mr. Bernarp Gouprine. That is correct, Mr. Bennett. 

Mr. Bennerr. Was there any reason why you issued a certified 
check to them instead of just a regular check ¢ 

(The witness conferred with Miss Paperman. ) 

Mr. Bernarp Goiprine. Miss Paperman tells me that the $30,000 
check was a regular check, but the bank themselves certified it for 
reasons of their own. 

Mr. Bennett. On this particular check, Mr. Goldfine, you are not 
raising any question whatever as to the relevancy ¢ 

Mr. Bernarp GotprineE. Would you please speak a little louder? 
I really can’t hear. 

Mr. Bennerr. With respect to this check, you are not raising the 
question of relevancy that you have raised in respect to the other 
checks ¢ 

Mr. Bernarp Gorprine. No, I am not afraid of anything. It is 
the first time I have heard of being afraid. 1 don’t have to be afraid. 

Mr. bennett. I think perhaps you are. 

Mr. Bernarp Govprrne. I don’t think Iam. Perhaps you are. I 
will answer the questions that are relevant to this issue and nothing 
else. 

Mr. Bennerr. Why do you not make the same frank answer in 
respect to the other outstanding checks which you made in respect 
to the $30,000 check of the Boston Port Co.? That would clear the air. 

Mr. Bernarp Gouprine. Because the Boston Port Co., which is a 
subsidiary of the East. Boston Co. and which is an SEC situation, is 
one of the agencies that are being investigated. Alsothe FTC. That 
is why I answered to that question that I could, Mr. Bennett. 

Mr. Bennerr. Mr. Chairman, I have some other questions, but 
they relate to filing in courts, so I will conclude on that. 

The CHarrman. Mr. Hale, in being perfectly fair to every member 
who has asked opportunity to ask a question here, yesterday you tried 
to get. recognition but we did not get to you. I must recognize you 
at this time, but I am going to suggest to my colleagues that after 
that we let the chief counsel proceed in developing these facts as they 
have worked out on themselves. 

Mr. Hare. Mr. Chairman, I have no extended line of inquiry, but 
[ would like to ask Mr. Goldfine where, during the period from 1940 
down to date, his companies have been engaged in manufacturing on 
Government contracts. 

Mr. Bernarp Gorprine. I think some of our companies did have 
Government contracts. 

Mr. Hare. And you are manufacturing for the Government now ? 

Mr. Bernarp Gouprine. Not that I know of at the present time. 
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_Mr. Hare. Were any of these mysterious checks given in connee. 
tion with anything to do with the Government contracts ? 

Mr. Bernarv Gotprine. First, there were no mysterious checks, If 
you will explain what you mean by mysterious checks, I can answer 
the question more intelligently. | 

Mr. Hare. I think, Mr. Goldfine, you know perfectly well the 
checks I am referring to. I am referring to these checks about which 
Mr. Bennett has been questioning you. _ 

Mr. Bernarv Gotprine. You said mysterious checks. I didn’t know 
they were mysterious checks. That is something new to me today. 

Mr. Hate. They are not mysterious to you, but they are mysterious 
to us, Mr. Goldfine. 

Mr. Bernarp Gotprixe. I am very sorry. It all depends who is 
right and who is wrong. 

The Cuarrman. The committee will be in order. 

Mr. Hatz. I have not had any answer to my question, Mr. Chair. 
man. 

(The witness conferred with his counsel. ) 

Mr. Bernarp Goiprrnr. Would you please ask me the question 
again, please ? 

Mr. Hare. I asked you the question whether these checks were 
given in connection with anything which had anything to do with 
the procurement of Government contracts. 

Mr. Bernarv Gotprine. I have answered it, but I will tell you 
again ; no, sir. 

Mr. Hate. That is all. 

The Cuarrman. Mr. Lishman, you may proceed with your ques- 
tions. 

Mr. Lisaman. Mr. Chairman, before returning to the Federal 
Trade Commission matters concerning which we are inquiring, I 
would like to state that as counsel, I do not feel I can ask any effective 
questions about the checks or explanations given concerning them 
until members of the staff, and particularly Mr. Ross, the financial 
consultant, have had adequate opportunity of inspecting the books 
of account of the companies involved and seeing and inspecting the | 
original documents and not some copies of such documents. I would | 
just like to make that clear, that in the absence of such opportunity 
counsel is completely unable to ask any really effective questions about 
the explanation that has so far been proffered. 

The Cuarmman. I might say, Mr. Lishman, that it will be the pur- 
pose certainly of the chairman, and I am sure of the committee, to 

obtain that information. 

Mr. Lasnman. I believe Mr. Maxwell Goldfine should resume at 
the point where he left off the other day when we were interrupted. 

Before Mr. Goldfine testifies, I think it should be stated that the 
last question asked him does require some study of the document 
which I am handing him, because it is not a simple matter, and its 
complications require him to look at a number of documents which 
are attached to this Federal Trade Commission report. 

Mr. Goldfine, do you remember the question that was asked ? 

Mr. Maxwett Gotprine. No, I don’t. 

Mr. Lasrrman. The question was: Is it not a fact that in 1955 
Lebanon Woolen Mills Corp. sold to Weinstein Coat Corp. of New 
York City a fabric labeled 10 percent guanaco and 90 percent wool 
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which, in fact, contained less than 3 percent of the alleged guanaco 
stock which you had previously learned contained very little guanaco ? 
And after the question had been asked you requested to be “supplied 
with the record from the Federal Trade Commission which indicated 
these facts. That record was handed to you with the request that 
you look only at the pages indicated in order to refresh your recol- 
lection. 

I will now hand you the same Federal Trade Commission record 
and ask you again if, upon inspection of this record and particularly 
page 5 and the attached exhibits which were derived from records of 
the bill itself, you will be able to answer the question. 

(Document handed to Mr. Maxwell Goldfine. ) 

Mr. Maxwett Gowprine. 1 cannot answer this question without 
seeing the complete mill production records. 

Mr. Listrman. Did not the mill records show that the warp fibers 
of the fabric consisted of 90 percent wool and 10 percent rabbit hair, 
and the fill yarn 90 percent wool and 10 percent, or 225 pounds, 
guanaco from lot 4330 purchased from Northfield Mills. We have 
a photostatic copy of that record if you care to look at it. 

Mr. Maxwetr Gotprine. Yes, I would like to see that. 

Would you just re peat the question, please? 

Mr. Lisnaran. Will ta read the question, please? 

Mr. Winniams (presid ling). May we have order. 

(The pending question was read by the r eporter.) 

Mr. Maxwetn Gorprrr. Yes, the record that I just looked at is as 
such. But I would like to make a little statement here. 

Mr. Witirams. Yes, sir; go ahead. 

Mr. Maxwett Gororine. Just to clarify some question in people’s 
minds in the subcommittee as of yesterday. 

I said that if you took a fabric and tested it before four or five 
different testing laboratories you would come out with considerable 
variances. 

Now that is a matter of fact. It is a matter of record. You can- 
not test a fur fiber fabric blended with wool and come out with an 
exact content that will be a true content. 

Mr. Lisuman. May I interrupt at this point. 

Just to get this thing back on the track, what I am talking about 
is not a laboratory test, but it is a mill blend record. You stated that 
that is correct according to the mill blend records. 

Mr. Maxwe.i Govuprrne. That is correct, Mr. Lishman. 

Mr. Lisuman. That was all I am interested in at this time. 

Mr. Maxwett Gorprine. That was: a Sioipepent of 112 pounds of raw 
material from Northfield to Le! ANON, ACCOra ling to my recor d, and is 
easily explainable. 

We manufa: ti ive 35,000 piect Ol loth ay iin Lebancn. We used 
approximately 214 million pounds of stoc ka year in catsile You 
are talking about 200 pounds of raw material. 

If an error was made, it’s very, very simple to explain—the human 
element. We made many errors. 

I would like to continue as far as the testing is concerned, if T may, 
Mr. Chairman. I want to elucidate upon the statement I made yes- 
terday to show the committee as well as Mr, Lishman that testing of 
fabrics, particularly fur-fiber and wool-blended fabrics, which we are 
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in the middle of discussing, as well as cashmere wool blends—there is 





no definite answer to it. wis! 
Mr. Witi1ams. The question, as the Chair understood it, was: Was ( 
it not a fact that the mill blend records showed that. Whether or not N 
these were tested in chemical laboratories has not been established, N 
has it? N 
Mr. Lisnman. The answer offered is certainly not responsive to the nur 
question. N 
Mr. Maxweti Gouprine. I answered your question, Mr. Lishman, h 
Mr. Lisuman. I would like to continue with the line of questions the 
on these mill records. N 
Mr. Maxwett Gouprine. I would like to complete my statement. cop 
Mr. Lisoman. You said if you had these laboratory tests. ) 
Mr. Maxwewt Gorprine. I would like to explain something in re- J 


gard to testing because you have made statements here that North- | Fe 
field cheated, misbranded. mislabeled fabrics, and I want to set the 
record straight. 

Mr. LisumMan. The Federal Trade Commission charged you with it; 
not me. 

Mr. Maxwetit Goutprine. You have made statements here to the 
effect that Northfield and Lebanon cheated, misbranded, mislabeled 
fabrics, and I would like to set the record straight. 

Mr. Lisuman. The Federal Trade Commission charges that you had 
mislabeled and misbranded. 

Now, if you don’t like the word “cheating”—all right. I'd say that | 
mislabeling i is cheating. 11! 

Mr. Maxwet Gouprine. That is your opinion. 
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Mr. Lisuman. Very good. | hy 
Mr. Maxweit Goutprine. Anyone can make a mistake, Mr. Lish- ve 
man, and if you were to check the records of any mill in the country an 
you would find plenty of mistakes. ee 
Just for o record—you may as well know this—I have made a ! ta 
survey of Mr, Canavan’s report here, which I appreciate is being used | 
by you and the Federal Trade C ommission, but I would like to break | 
it down so the committee can see it. m 
Mr. Winuiams. Wait just a minute. pe 
The question was in regard to what the mill blend records showed ve 
with respect to this particular item. The committee is dealing with : 
charges that were made by the Federal Trade Commission. be 
The Chair sees no need in going into a long and detailed explana- | ¢} 
tion of chemical analyses of various items of textiles. ec 
The question was, “Did the mill blend records show this to be true?” | 
Your answer was “Yes, the records showed that to be true.” In the tc 
opinion of the Chair, that question was answered and it requires no 
further explanation. 5 
Mr. Maxweui Goutprine. Yes, sir. 
Mr. Witutams. Proceed, Mr. Lishman. di 
Mr. Lisuman. On the basis of that mill record, that the mill record 
had been correct and the alleged guanaco had in fact. been guanaco, a 
there would have been only 5 percent guanaco in the fabric. Is that p 
correct ? c 
Mr. Maxwetui Gouprine. That is incorrect. 
Mr. Lisuman. Is it a fact that lot 4330 consisted of 112 pounds of ( 


fiber instead of the 225 pounds supposed to have been put into this 
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blend? You may look at the records. You may verify that if you 
wish. 

(Document handed to Mr. Maxwell Goldfine.) 

Mr. Maxwe.i Goupring. What was the lot number? 

Mr. Lisuman. 4330. 

Mr. Maxwett Gouprrine. I believe there is an error in one of those 
numbers, Mr. Lishman. 

Mr. Lisuman. Which number? 

Mr. Maxweti Goxprine. In the amount of stock that you show 
there, that 225 pounds. 

Mr. Lisuman. Is this your record that you looked at, a photostatic 
copy of your record? 

Mr. Maxwe tt Gouprtne. I couldn’t tell you that, Mr. Lishman. 

Mr. Lisuman. I will hand this back to you, and the page of this 
Federal Trade Commission report is a photostatic copy from your 
own record, and is identified as Dick Wood exhibit 9. 

(Document handed to Mr. Maxwell Goldfine.) 

Mr. Lisuman. Do you deny that that is a photostatic copy of your 
own record ¢ 

Mr. Maxwsiu Gotprine. If you tell me it is, I will buy it, Mr. 
Lishman. 

Mr. Lisuman. Does it not contain in the last line under “pound of 
pure guanaco” for lot 4830 the number 225 as poundage? 

Mr. Maxwewn Gonprine. Yes. 

Mr. LisuMan. Now is it not also a fact that lot 4330 consisted of 
112 pounds of fiber instead of that 225 pounds supposed to have been 
put into the blend? I will show you another record from the Federal 
Trade Commission, which is a report compiled by Federal Trade In- 
vestigator Scott from the records of Lebanon Woolen Mills stockbook, 
and is entitled “Dick Wood Exhibit No. 1,” and under lot No. 4330, 
in the margin when you read across, you find the poundage that was 
taken from the Lebanon Woolen Mills stock as being 112 pounds. 

(Document handed to Mr. Maxwell Goldfine.) 

Mr. Maxwe it Gouprine. Mr. Lishman, that is correct, but the Com- 
mission’s own test shows the final test of 90 percent wool and_ 10 
percent fur, and you tell me that the mill put guanaco in there. Can 
you explain that to-me? 

Mr. LisumMan. On the basis of these figures, there could not have 
been more than 214 percent guanaco in the fabric if the fiber pur- 
chased as guanaco had been what it was represented to be. Is that 
correct ? 

Mr. Maxwe.u Govprine. I don’t know. What was it represented 
to be, Mr. Lishman ? 

Mr. Lisuman. The records of that have just been shown you, de- 
scribing it as pure guanaco. 

Mr. Maxweti Gouprine. That is not what the Commission finally 
decided that it was, is it? 

Mr. Lisuman. I am stating to you what your own records show, 
and, under that showing, there could not have been more than 216 
pere ‘ent guanaco in the fabric. Yet your label stated that the fabric 
contained 10 percent guanaco. 

Mr. Maxwett Gorprinr. Then why is it that the fiber test by the 
Commission came out 90 wool, 10 fur with no guanaco? 
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Mr. Lisuman. Because there was an undisclosed content, 10 percent 
rabbit hair. 

Mr. Maxwetu Gorprinr. That would have nothing to do with it, 
Mr. Lishman, because you say we put in 10 percent guanaco. 

Mr. Lisuman. These are warp fibers. 





Mr. Maxwe.ut Gotprine. That makes no difference. There is a sor 
difference in the weight of the warp and the weight of the fill. ) 
Mr. Lisuman. Do you deny that there was still 10 percent rabbit but 
hair in the warp fiber ? } 
Mr. Maxwett Gouprine. Do I what? ( 
Mr. Lisuman. Do you deny that there was 10 percent rabbit hair tio’ 
in the warp fiber? No 
Mr. Maxwett Gotprine. No; I do not deny it. ] 
Mr. Lisnman. Was that stated on the label ? 
Mr. Maxwett Gotprine. No, sir; it was not. 
Mr. Lisuman. Now, is it a fact that in 1955 Lebanon Woolen Mills | M1 
sold to M. Kinsler Co, of Springfield, Mass., a fabric labeled 10 per- of 
cent guanaco, 90 percent wool, which contained 94 percent wool, 1 pr 
percent Orlon, ke percent fiber purchased from Arthur I. Darman ar 
Co., represented simply as a fur blend ? we 
Mr. Maxwetit Goiprine. Show me the records, Mr. Lishman. us 
Mr. Lasuman. I will read to you from inspection report in the 
field made by FTC inspectors; the report is dated October 6, 1955, 
and states, in part: : 
Mill piece No. 9396 which was sold the M. G. Kinsler Co., Springfield, Mass., ya 
under invoice dated August 10, 1955, was next checked through the records. This of 
piece was also labeled as 90 percent wool, 10 percent guanaco. Dick Wood 1) 


Exhibit 10 attached to this report is a photostat of the weaving tickets for 
mill piece 9396, which is accompanied by an actual swatch of fabric which was 
attached to that weaving ticket. You will note that this weaving ticket for 
style No. 287-22 gives the warp lot number as 8225, and the fill lot number as 
8357. Blend record for fill lot No. 8357 is attached to this report identified as 01 
Dick Wood Exhibit 11. You will note that this blend record dated July 17, 


. 

1955, shows the blend was made of 1,000 pounds of stock which in turn was | : 
broken down into 900 pounds of wool and 100 pounds of fine guanaco from | P 
Northfield. Invoice relating to the acquisition of lot No. 4467 has already | Wr 
been identified as Boston Exhibit 1 and is attached to this report. Something | yi 
else must have been used in addition to this lot of fur blend which was purchased | 
from Darmon since the amount shown on the invoice is only 106 pounds. How- 
ever, the fur was not purchased as guanaco. Hence it should not have been b 
represented as guanaco in this piece of fabric. 

Blend record lot 8225 covering the warp of piece No. 9396 is attached to this re 


You will note that this blend record date is July 7, 1955, calls for 2,000 pounds 

of stock, 98 percent of which is wool and 2 percent of whichis orlon. The orlon 

used in this blend is identified as lot No. 3816 and is covered by invoice identified 

as Boston Exhibit 7 attached to this report from W. Lowenthal & Co., which 

relates to the purchase of orlon stock. d 
The orlon shown in piece No. 98967 and identified as lot No. 3815 in warp lot 

No. 8288 is covered by Boston Exhibit 6. } 

Invoice from W. Lowenthal & Co. located in Cohoes, N.Y., and which is for ) 

orlon at 87 cents a pound. y 
The above information indicates that piece No. 9396 sold to M. G. Kinsler Co. in 

Springfield, Mass., was also misbranded. 


| 
report identified as Dick Wood Exhibit 12. | 


That is the report from the investigator, backed up, as you will I 
notice, by references to the records of the mill itself. \ 
(The witness confers with his counsel.) ( 
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Mr. Maxwett Gorprine. Mr. Lishman, I am not familiar with this 
articular piece of cloth which is 1 piece out of approximately 
30,000 pieces of cloth that we ship out of Lebanon Woolen yearly. 

Mr. Chairman, could I have the opportunity to make a short state- 
ment or a statement just in explanation of some of these accusations, 
some of which are true and some of which are in error? 

Mr. WittraMs. I think the committee might hear your explanation 
but please make it as brief as possible. 

Mr. Maxwewt Gouprinr. All right. I have two statements to make. 

(1) That I want to show the inaccuracy of testing which I men- 
tioned yesterday, and, No. 2, 1 would like to state at this time that the 
Northfield Mills manufactures a million yards of cloth a year. 

Lebanon Woolen Mills turns out 2 million yards of cloth a year. 

In 2 years’ time, we make a total of 6 million yards of cloth. 

Now, in the Canavan report which I have in front of me and which 
Mr. Lishman is quite familiar with, we have approximately 20 pieces 
of cloth, around a thousand or twelve hundred yards of cloth in which 
practically all instances the tests that the Commission have finally 
arrived at do not jibe in any way, shape, or manner with the stock that 

ras put into the goods or what the Federal Trade Commission gave 
us as a breakdown for the guanaco fibers that we have purchased. 

I would like to just read off a few of them, if I may. 

(The witness confers with his counsel. ) 

Mr. Maxwetr Gorprrne. Just in following that up, in the 6 million 
yards of cloth that I am talking about, that is one-sixtieth of 1 percent 
of all the cloth that we turn out in a 2-year period—one-sixtieth of 
1 percent. 

Mr. Moss. Mr. Chairman. 

Mr. Witi1ams. Mr. Moss. 

Mr. Moss. Until Mr. Goldfine supplies for this committee the rec- 
ords I requested yesterday, I must strenuously object to any statements 
as to the yardage involved in the complaints that we are discussing. 

We have nothing at all and he has offered nothing in evidence to 
indicate to this committee whether or not his recollection as to total 
yardage involved is at all accurate. 

I think we are entitled to the accurate information. 

It has been requested and I think reference as to amounts should 
be stricken from the record pending the receipt of the records 
requested. 

(The witness confers with his counsel.) 

Mr. Maxwett Gorprine. Well, the amount of yardage involved, 
Mr. Moss, is the yardage that I mentioned yesterday, which was ap- 
proximately 1,000 yards out of a million yards of cloth that we pro- 
duced per year. 

Mr. Moss. Mr. Chairman, I respectfully submit that this committee 
has no record before it offered in evidence by the witness as to the 
yardage involved. 

He admitted yesterday that he did not have those figures. 

Until they are made available to the committee, I think the record 
must be held open to receive them so that we may judge for ourselves 
whether or not they represent a substantial portion of the production 
of the mills involved. 
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Mr. Wiuuiams. Mr. Goldfine, on yesterday, if I recall correctly, 
you stated that you would submit documented evidence of that to this 
committee. Apparently you do not have that evidence with you. 

I am inclined to feel that until you do have that evidence this matter 
should be held in abeyance pending an opportunity for you to present 
that in documented form to the committee and accordingly the Chair 
would take under advisement for the present the question of whether 
or not that should be deleted from the record but will ask that the 
counsel proceed along other lines. 

(The witness confers with his counsel.) 

Mr. Moss. That matter will be held in abeyance until such records 
are made available to this committee, until you are able to present your 
testimony backed up by the proof which you stated you would be 
willing to submit to this committee. 

Mr. Lazarus. Mr. Chairman, may I make a statement in connection 
with the production of those records? 

Lebanon Woolen Mills produces approximately— 

Mr. Wixiiams. Just a minute. 

You are Mr. Lazarus? 

Mr. Lazarus. Mr. Lazarus, counsel for Mr. Goldfine. 

We would normally have no objection to producing those. 

Mr. Wituiams. You are attempting to testify, apparently, as to 
facts. It is your business to advise your client in this matter and 
not to testify. If you want to be placed under oath and appear as a 
witness, that is another matter. 

Mr. Lazarus. I am just trying to explain what is involved in the 
production of these records, Mr. Chairman. 

Mr. Wiiu1aMs. You are not testifying, Mr. Lazarus. You are 
here for the purpose which the rules provide. You can advise Mr. 
Goldfine if you like. 

(Witness confers with counsel.) 

Mr. Maxwe.ui Goupringe. Mr. Moss, I would like to ask you a ques- 
tion to make sure I understand you. You want all the produc- 
tion records of all the fabrics that we have made in the mill and for 
what years? 

Mr. Moss. I want all of the production records for all of the fabrics 
which are mentioned in connection with. complaints of the Federal 
Trade Commission. 

Mr. Maxwe.i Gouprine. In the account I have before me, the one 
I have before me ? 

Mr. Moss. All of those referred to during the course of this inquiry 
by counsel. 

Mr. Maxwe.i Gorprine. Well, I have no way of knowing that, 
Mr. Moss. You will have to be more explicit. 

Mr. Moss. I do not have to be more explicit. The record of the 
hearings precisely spells out the area being investigated. 

The “complaints have been placed in the record and that is suffi- 
= for a proper response. 

I do not intend to explain any further. 

(The witness confers with his counsel.) 

Mr. Witu1ams. Mr. Goldfine, the committee is not. interested in re- 
ceiving the records on the million yards or the 6 million yards as the 
case may be. What the committee is interested in is receiving infor- 
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mation relating to the material which has been raised in question 
before this committee. 

Now, are you willing or will you be able to submit that information 
at a later date? 

Mr. Maxwetz Gorprrne. I believe we will but I must explain that 
I think that it is only fair to have me explain certain things that are 
included in this report in which we are charged with a certain amount 
of misbranding. 

I do not think that the committee is going to hear both sides of the 
story unless I have an opportunity to explain such. 

Mr. Wii11AMs. It would appear to me that the explanation should 
be presented to the Federal Trade Commission rather than to this 
committee. 

As I understand it, the Federal Trade Commission has made these 
charges. It is their business to determine the validity of the charges. 

Mr. Maxwety Gotprrne. It has already been expl: ‘ined to the Fed- 
eral Trade Commission and they know all about it. 

Mr. Witirams. Youmean the Federal Trade Commission will not 
believe your explanation. 

Mr. Maxwetz Gorprine. Oh, I think they will. I think the Fed- 
eral Trade Commission even has agreed in many instances that the 
situation that I want to refer to was absolutely impossible to abide 
by the Wool Labeling Act at the time that we were making some of 
these fabrics. It was absolutely impossible. We had a problem in 
this industry. That is why the rule 8 in the Wool Labeling Act was 
changed. 

I would like to have that opportunity. 

Mr. Lishman. Rule 8 has nothing to do with this. 

Mr. Maxweuxt Gorprine. It has a lot to do with it, Mr. Lishman. 

Mr. Lisuman. We are talking about your mill record. 

Mr. Maxwett Gorprine. You are talking about guanaco fabrics. 

Mr. Moss. Mr. Chairman, I have a question. 

Mr. Wititams. The Chair recognizes the gentleman from Cali- 
fornia, Mr. Moss. 

Mr. Moss. As I recall the testimony as to rule 8, it was because of 
a misunderstanding and not because of impossibility to comply. 

Mr. Maxwetyi Gorprine. That is wrong. 

Mr. Moss. The testimony of the Chairman would so indicate. Re- 
gardless of that, I do not want this question of whether or not the in- 
formation I have requested will be supplied to be left up in the air. 
It was understood definitely yesterday that it would be supplied. 

There is certainly the inference that it may not be supplied. 

I want to have assurance that it will be supplied. It is certainly 
pertinent to this inquiry and it is information which, in my judgment, 
is necessary for this committee to arrive at proper evaluation of the 
testimony which was made. 

I want to serve notice that I will insist upon the specific compliance 
with the request I have made. 

Mr. WitutaMs. Mr. Goldfine, will you supply such information? 

Mr. Maxwetu Gowprine. I will supply the information provided it 
is made clear to me, and it is still not clear to me, Mr. Williams. 

Mr. Moss. If Mr. Goldfine and his battery of legal and technical 
counsel are unable to decipher from the record spelled out in clear 
English what we are asking, then let them come back and say so. Un- 
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til they give us the evidence that they cannot understand the request, 
I think we should insist that it be complied with as it is set forth in 
the record. 

(The witness confers with his counsel. ) 

Mr. Maxwetit Gotprine. I still don’t know what you want, Mr. 
Moss. ; 

Mr. Moss. I will go along with you.. You go ahead and read the 
record. You will be able to find it out. 

Mr. Wii11ams. You will have available to you copies of the tran- 
script. We ask that you comply with that request insofar as it is 
possible for you to comply. 

Will you do so? 

Mr. Maxweut Gowprine. Yes, sir. 

Mr. Wuu1aMs. Thank you. 

Mr. Lisoman. Now, Mr. Goldfine, is it a fact that Northfield Mills 

aid less for the so-called guanaco it bought from Black Wool Corp. 
in 1954 and 1955 than it paid for rabbit hair during the same period? 

(The witness confers with his counsel.) 

Mr. Maxwe.tut Gotprine. No, that is not true. 

Mr. LishmMan. We will show you records derived from the books 
of your company by the Federal Trade Commission which shows that 
it is true. [ Handing. ] 

Mr. Maxwe.t Gouprine. May I read from this report ? 

Mr. Lisuman. Is that the exhibit showing the cost of rabbit hair 
and guanaco? 

Mr. Maxwe tt Gorprine. That is correct. 

Rabbit hair, $4.55; guanaco, $3.27; angora rabbit fur, $5,27; angora 
rabbit hair, $5.27 ; guanaco, $3.77 ; angora, $4.52. 

I will let you tell me which is the highest price, Mr. Lishman. 

Mr. Lisuman. Isn’t it true that you paid $3.27 for guanaco and 
$4.55 for rabbit hair? 

Mr. Maxwe.i Gouprine. That is correct. 

Mr. LisumMan. Wasn’t that my question ? 

Mr. Maxwetit Gorprine. I don’t understand your question to be 
that. 

Mr. Lisuman. My question was did you not pay less for the so- 
called guanaco than you paid for rabbit hair during that period, and 
you said that was untrue. 

Mr. Maxwetit Gotprine. I’m sorry. I misunderstood your ques- 
tion. I’m very sorry. We did pay more, and I am glad we did. 

Mr. Lisuman. Very good. In other words, it is true? 

Mr. Maxwe tt Gorprine. It certainly is. 

Mr. Lisuman. Very good. 

When you were getting the so-called guanaco for so much less than 
rabbit hair didn’t you know it couldn’t possibly be genuine guanaco? 

Mr. Maxwett Gotprine. Pardon me? Repeat the question, Mr. 
Lishman. 

Mr. Listrwan. Would you mind reading that question ? 

(The pending question was read by the reporter.) 

Mr. Maxwewi Gorprine. No. I'll tell you. At the time that we 
started to buy guanaco I had never purchased guanaco before. I 
didn’t know what the fiber was, and no one in the industry with the 
exception of Stroock or Forstmann knew or had used, to the best 
of my knowledge, guanaco. 
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The fact that we paid more for rabbit hair than we paid for 
guanaco would only indicate to me—and this is a point that I wanted 
to bring up—that, due to mistakes of some nature at the mill, the 
rabbit hair was used. It cost us considerably more per yard to manu- 
facture the cloth than had we used the guanaco. 

Mr. Lisnman. Well, why did you label this guanaco rather than 
rabbit hair? 

Mr. Maxwe.t Goutprinr. Why did we what? 

Mr. Lisuman. Why did you label it guanaco? 

Mr. Maxwe.ti Gotprinr. What are you referring to? Which fab- 
ric? Which price? What time? I don’t follow you. 

Mr. Lisuman. All of these guanaco fabrics. I will refer to one 
that you admitted to yesterday. 

Mr. Maxwett Gotprine. Which one, Mr. Lishman ? 

Mr. Lisuman. This is the 1954 Northfield Mill sale to Haber Levy, 
Inc., New York coat manufacturer, where the fabric was labeled “70 
percent guanaco, 30 percent wool, and other fur fibers,” and the mill 
records of Northfield Mills, no laboratory test, show the fiber content 
of this fabric to be 20 percent rabbit hair, 30 percent alleged guanaco, 
which contained only a small proportion of guanaco, and 50 percent 
wool. Why was it labeled this way if you knew what you have just 
testified to ¢ 

Mr. Maxwett Gouprine. I discussed that already, Mr. Lishman, 
and told you out of 1,000 yards of cloth that is mentioned in Cana- 
van’s report of the million yards we produce per year in Northfield, 
that there are bound to be some mistakes made. You keep harping 
on that one point, that 1,000 yards or approximately 15 pieces of cloth. 

Mr. Moss. Mr. Chairman, I am going to renew my objection to 
the yardage unless it is contained in the complaint of the Commis- 
sion or unless Mr. Goldfine is prepared at this point to submit records 
in evidence supporting the statement of 1,000 or approximately 1,000 
yards. 

Mr. Lisuman. Mr. Chairman, I would like to read into the record 
at this point, because it is pertinent to the particular questions that 
have just been asked, a portion of a report of the Federal Trade Com- 
mission Investigator Robert S. Scott, dated April 8, 1955, and he is 
referring to Mr. Maxwell Goldfine and Northfield Mills, Inc., and 
Mr. Scott states: 

I advised him—Mr, Goldfin« 
that they had misbranded their fabrics in not naming the Angora rabbit hair 
in it. Mr. Goldfine continually stressed that he did not wish to name the rabbit 
hair in the fabric and he did not promise that such designation would be 
shown on their labels in the future. He wished to know whether they could 
call it hare hair. 

Mr. Maxwett Gotprine. What’s that? 

Mr. Lisuman. Hare hair, h-a-r-e h-a-i-r. 

The Cuamman. The committee will be in order. 

Mr. Moss. Mr. Chairman, again on the point I raised, I thought 
counsel was going to go to the question as to whether or not his records 
showed the number of yards involved. 

And is your further reading going to go to the number of yards 
involved ? 

Mr. Lisuman. May I say a word on that, please ? 


Mr. Moss. Yes. 
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Mr. Lisroan. The inspectors who go out to make these inspections 
gather their evidence in the form of swatches, 

Mr. Moss. I recognize that, Mr. Lishman, but Mr. Goldfine has re- 
peatedly stated a specific yardage. I think it is an attempt to show 
that we are dealing with matters very inconsequential. 

Until there is evidence of that in the record, I do not want it to 
show any yardage. I do not think it is proper. 

Mr. Lisuman. I don’t think it could have been so inconsequential 
if they had to go to the Office of the President of the United States 
to get help. 

Mr. Moss. I agree with you. And again, Mr. Chairman, I renew 
my objection to Mr. Goldfine putting in the record that it is 1,000 

yards or approximately 1,000 yards until he is prepared to back it by 
submitting evidence as to the total yardage involved. 

Mr. Maxwewut Gorprine. The 1.000 yards i 1S taken from the Cana- 
van report, Mr. Moss, which has been entered in evidence in this 
courtroom here or hearing room. 

Mr. Lisuman. I would like to continue reading from this report. 

The Cuatrman. Let’s not continue —s back and forth here. 

Yesterday you said it was approximately 1,500, Mr. Goldfine. To- 
day you say 1,000. The committee is only interested in the facts, I 
think the record speaks very plainly as to what this committee wants 
in regard to that matter. You have said that you would bring the in- 
formation and you will endeavor to do that. 

I think, with that, we can let that phase of it go until you get that 
information, and the counsel can continue with his questioning. 

Mr. Lisoman. Mr. Scott continues in this report: 

I told him that I was doubtful of this designation. To my knowledge, Gold- 


fine and Niedner or Northfield Mills, Inc. did not notify their customers of the 
accurate content of fabrics sold them. 


In the final paragraph of this report Mr. Scott states: 


The Wool Products Labeling Act was discussed at length with Mr. Goldfine 
during this lengthy call. 


Is it a fact, Mr. Goldfine, that you had several meetings with Mr. 
Scott, the investigator for the Federal Trade Commission, concerning 
mislabeling ? 

Mr. Maxwewtyt Goxtprine. I don’t remember the exact number of 
meetings I had with Mr. Scott. 

Mr. Lisuman. I have before me a report of Federal Trade Com- 
mission Investigator Scott, dated April 8, 1955, which reports on a 
meeting with you in connection with Northfield Mills, Ine., which 
states, among other things, that you had been advised of misl: abeling 


by Northfield Mills: 


Mr. Goldfine was advised of my findings at their mill and told that it would 
be necessary for Northfield Mills to relabel their fabrics with the true content 
of the fibers shown to be present in the cloth. He was also informed that it 
would be necessary for him to notify their customers as to the actual content 
of the fabrics which had been shipped by Northfield, labeled in a manner so as to 
make it misbranding. Mr. Goldfine made the following statements during this 
interview : 

“That he would furnish the Federal Trade Commission with photostats of the 
documents which we desired, since he would not let the documents away from 
their office in the custody of the Federal Trade Commission. 

“He would not promise to inform their customers of the truthful content of 
the fabrics distributed by Northfield, and he endeavored to dissuade me from 
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notifying them when I informed him that if they did not convey this informa- 
tion to the coat manufacturers, then we could not sit idly by and permit coats 
to be shipped, misbranded. Thus we would be compelled to advise his customers 
that the fabric was, in our opinion, not truthfully labeled.” 


Again the report states : 


I advised him that they had misbranded their fabrics in not naming the 
angora and rabbit hair in it. Mr. Goldfine continually stressed that he did not 
wish to name the rabbit hair in the fabric, and he did not promise that such 
designation would be shown on their labels in the future. 

Well, I am repeating what I read before. 

Mr. Maxwe.i Gouprine. What was the date of that, Mr. Lishman ? 

Mr. Lisoman. That was April 8, 1955. 

The CHatmman. Mr. Lishman, would it be convenient for you to 
defer at thismoment? It is 12 o’clock. ‘The House is in session and 
there will be some rollcalls which have gone over until today. So 
the members of the committee will have to respond when the call 
comes. 

Therefore, the committee will recess until 2 o’clock this afternoon. 

(Whereupon, at 12:10 p.m., the committee was recessed until 2 p.m.. 
this same day.) 

AFTERNOON SESSION 


The Cuairman. The committee will come to order. 

Mr. Lishman, you may proceed with your interrogation where we 
left off when the committee recessed at the noon hour. 

Let the committee be in order. 

Mr. Lisuman. I will continue reading from reports of Federal 
Trade Commission Investigator Scott. This is from a report of 
August 10, 1955, and relates to investigations of Northfield Mills: 

This firm has been the subject of numerous complaints relative to its labeling 
practices. Because of these complaints this office has been collecting samples of 
fabrics manufactured by the mill for analysis by the National Bureau of Stand- 
ards und for future check with the records of the concern. During this investi- 
gation five pieces of alleged guanaco fabric were traced through the manufac- 
turing records of the concern. Evidence was secured to show that all the fiber 
pieces were misrepresented by Northfield Mills and were misbranded in the label- 
ing thereof. Swatches of each of these pieces supported by mill labels and pur- 
chase invoices are being held by the Federal Trade Commission, and can be 
used in support of a complaint if necessary. 


The concluding paragraph of this report states : 

I feel that the results of the past investigations at Northfield Mills, Inc., indi- 

cate that a complaint should be issued against that concern for misbranding. 
If this future call shows a positive result I think that an order positively should 
be sought against the firm. 
This is a memorandum of Harvey H. Hannah, Chief, Division of 
Wool Fur and Inflammable Fabrics of the Federal Trade Commis- 
sion, dated August 23, 1955. It relates to Northfield Mills and Leb- 
anon Woolen Mills and summarizes a conference that Mr. Hannah 
had had with Mr. Clarence Titchell, the House counsel for these 
mills. 

In this report it is stated, among other things, that— 

The other matter which Mr. Titchell wished to discuss was the fact that his 
clients, regardless of having been informed by Mr. Becker that certain guanaco 
stock purchased by them and made into fabrics contained only small percentages 


of guanaco and was predominantly made up of various animal fibers, pro- 
ceeded to market their fabrics according to the original labeling and billing of 
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the so-called guanaco stock. This, Mr. Titchell explained, was done on their N 
own election and not upon his advice and counsel. He stated that their cus. » 
tomers had placed orders for high percentages of guanaco stock, and even 

though his clients realized that the stock which they had purchased as guanaco cou 
in fact contained only small percentages of such fiber. They thought they could Mr. 
not take the monetary loss and correctly label fabrics under amended rule (a) I 
of the regulations showing the small percentage of guanaco fiber along with Sec 
substantial percentages of fur fiber. Mr. Titchell stated that all of the fabrie y 
had now been sold and that his clients welcomed the Commission investigator's I 
inspection of their mills at the present time to show that they were now fully ( 
complying with the law regardless of their past actions. h 

Mr. Titchell was advised that we had already received complaints against his | N 
clients which were at the present time under investigation and that further z 
investigations would be made of his clients’ records as well as their practices at Ins 
the present time. We 

It was explained to Mr. Titchell that this office could not condone the prac- n 
tices of manufacturers knowingly violating the Wool Products Labéling Act in of t 
such cases, especially in view of the Commission’s recent action in making it con 
possible for concerns in similar predicaments to correctly label their fabrics | oan 
according to the percentage of fibers as distinguished from requiring them to | cor’ 
name the individual animal fibers together with their respective percentages, be ¢ 
He stated that he realized that his clients had been in violation of the law and viol 
that his trip down here was merely in the nature of a preconfession and avoid- S 
ance. | sell 

This is a field report of the Federal Trade Commission Investigator | als 
Scott, dated October 10, 1955, dealing with Lebanon Woolen Mills, ten 
Northfield Mills, and with an interview had between Mr. Horace M. : 
Goldfine and Mr. Scott. This report, after pointing out previous ‘1 
discussions concerning misbranding, states: of | 

Mr. Goldfine, in answer to my question as to why they had permitted this po 
situation to exist, stated the following: Mr. Goldfine stated that inasmuch as ha 
they had made commitments to the fabric they could not discontinue the low shi 
content guanaco. He stated they had not sold any more after my advice to sta 
him in April and that they had felt compelled to fill their orders that called for the 
future delivery. He stated that they had been unable to obtain guanaco to put COL 
in these fabrics and so they had used what fur they had purchased as guanaco, it 7 
Mr. Goldfine feared that their greatest fear now was the amount of publicity | the 
which might be involved when they were cited for misbranding. He wished | Mi 
to know if in my opinion a complaint would be issued against the concern, I chi 
advised Mr. Goldfine in my opinion a complaint would certainly be issued we 
against the concern. | 

Mr. Goldfine reminded me that during my previous conversation with himI | M 
had spoken of a consent order which was an amicable disposition of the case 
without a hearing. He wished to know whether they could obtain such a set- | 
tlement in view of my recent findings. I advised Mr. Goldfine that I had noth- 
ing to do with settlements in such cases, that such matters were beyond my 
province. 

I pointed out to him, however, that he would be fortunate to obtain sucha | 
settlement in view of the fact that they had continued to ship the products | 
misbranded in willful violation of the Misbranding Act which called for crimi- 
nal pena!ties. 

Mr. Goldfine thereupon said that we had always been on friendly terms and 
he wished to know if I could give him my opinion as to whether it would be pos- fr 
sible for them to obtain a consent settlement of this matter. fg 

I advised Mr. Goldfine that I would communicate with my superior and obtain Ww 
an opinion on the matter and that I would advise him in the forthcoming week 
as to such opinion. 

Mr. Rors. Could we see the documents from which you are reading, t] 
Mr. Lishman ? a 


Mr. LisumMan. Yes, sir. 

Mr. Ross. And the other ones, too ? C 
Mr. LisHMman. Yes, sir. 

(Documents handed to Mr. Robb.) 
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Mr. Ross. Is there a question pending? 
Mr. Lisuman. This started out with Mr. Goldfine saying that he 
could not remember what happened at meetings that he had had with 


Mr. Robert S. Scott. 
I asked the witness if he remembered the discussion he had with Mr. 


Scott and he said “No.” 

I am reading these and at the conclusion, I am going to ask him. 

(The witness confers with his counsel.) 

Mr. Maxweti Gorprine. I am ready, Mr. Lishman. 

Mr. Lisuman. I have a memorandum dated November 15, 1955, by 
Investigator Scott, with reference to Northfield Mills and Lebanon 
Woolen Mills, which states: 


A lengthy discussion of the misbranding was had with Horace M. Goldfine, son 
of the principal officer of the concern. It was pointed out to Mr. Goldfine what 
constituted misbranding and he was shown that Northfield Mills had misrepre- 
sented their cloth. He was advised at this time that the situation had to be 
corrected. It was expressed to him that a continuation of the practices would 
be considered as willful after the date of my visit. He was reminded that willful 
violation was a criminal offense. 

Subsequent to this investigation, it was noted that the concern continued to 
sell low-content guanaco cloth to a New York firm “Ashley Fashions.” It was 
also noted that a sister mill owned by the same principals was selling a low-con- 
tent guanaco fabric brand. Lebanon Woolen Mills, Lebanon, N.H. 


This report further states : 


The explanation given for what appears to be willful misbranding on the part 
of Northfield and certainly on the part of Strathmore Woolen Co. was, according 
to Mr. Bernard Goldfine, that they had sold the fabrics and made commitments 
and it would have cost him too much and their losses would have been too great 
had they not delivered the goods or honored the commitments. Thus, they 
shipped the goods, knowing that the fabrics were not truthfully represented. He 
stated that they had sold no more of the fabrics and that they had corrected 
their high-content guanaco fabrics almost immediately and that only the low- 
content guanacos had been sold in large quantities and not delivered. Hence, 
it was necessary to deliver these fabrics. It is thus evident, in my opinion, that 
the eg nip who directs the activity of Northfield Mills, Ine., and Lebanon 
Mills, has willfully violated the Wool Products Labeling Act in causing the 
shinment ‘of mishranded goods with full knowledge of the fact that the fabrics 


were tmisbranded. 
I ston recommend that Lebanon Woolen Mills, Strathmore Woolen Co., Horace 
M. Goldfine, and Bernard Goldfine be included in the said complaint. 


X 7 


Mr. Maxweii Gorprrne. May we see that, Mr. Lishman 4 

(Document handed to witness. ) 

Mr. MAxweti Gouprine. Thank you. 

The CuHarrman. What was the date of that memorandum ? 

Mr. Maxweui Gorprine. November 15. 

Mr. Lastraan. November 15, 1955. 

Now, Mr. Goldfine, having refreshed your recollection by reading 
from the official reports of the Federal Trade Commission investi- 
gator, would you be willing to state whether they correctly represent 
what occurred at these various meetings ? 

(Witness confers with his counsel.) 

Mr. Maxwe tt Gouprine. I would say that part of the statements 
there might be correct but I couldn’t tell you exactly what was said 
at those meetings. 

Mr. Lisuman. Now, Mr. Goldfine, you have had before you Mr. 
Canavan’s March 131 port. 
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I call your attention to the fact that Mr. Canavan, in a 37-page 
report, where he reviews the matters which I have just read, among 
other things, concludes with a recommendation as follows: 

It is further recommended that the Commission certify all of the pertinent 
facts in this case to the Attorney General for appropriate proceedings under the 
provisions of section 10 of the Wool Products Labeling Act of 1989. This action 
is recommended because the facts in this case indicate that the acts of the 
respondents, Northfield Mills, Inc., Lebanon Woolen Mills Corp., Strathmore 
Wool Corp., Bernard Goldfine, and Horace Maxwell Goldfine were premeditated 
and the violations of the Wool Products Labeling Act were willful. In addition, 
the magnitude of this deception and the unjust enrichment of the offices seems 
to justify a penalty greater than merely a future restraint. Also, it is believed 
that such action will without doubt tend to deter unscrupulous persons from 
willful misbranding under the Wool Products Labeling Act, thus protecting the 
general public, providing fair competition to law-abiding merchants and com- 
petitors, and assisting the Commission in carrying out the duties assigned to it, 


Now, is it a fact that the Federal Trade Commission overruled this 
recommendation and entered into a consent order settling these 
charges ¢ 

The CuatrmMan. You are asking that question of whom now? 

Mr. Lisuman. Of Mr. Goldfine. I am asking if he knows that to 
be a fact. 

The Crarrman. Which Mr. Goldfine? 

Mr. Lisuman. Mr. Horace Goldfine. 

The Cuatrman. Mr. Horace Goldfine, can you answer the question? 

Mr. Horace Gouprine. Yes; I do know it is a fact, and I would like 
to add that the reference that is made in these reports is made in 
regard to 22 pieces of cloth in Mr. Canavan’s report. We made 90,000 
pieces of cloth over a 2-year period, and this is 22 pieces of cloth that 
are stated in this particular report. On page 34—— 

The Cuairman. Now, Mr. Goldfine, the implication is pretty strong 
there that it could have been a serious mistake by the investigs tor. 
Is it not true that the investigators do pick up suienies here and yonder 
throughout the entire lot of your operation ¢ 

Mr. Horace Gouprine. I’m not sure what they pick up, Mr. Harris. 

The CrarrmMan. You just now said they picked up 22 pieces. You 
know that for sure, do you not? 

Mr. Horace Gotprine. Yes. 

The Cratrman. They were picked up. 

Mr. Horace Gotprine. The 22 pieces, yes. 

The Cuatrman. All right. Those 22 pieces are picked up through- 
out the entire operation or the production ? 

Mr. Horace Gouprine. They aren’t necessarily picked up from the 
actual production, Mr. Harris. They might be picked up in the 
market from a customer or from a jobber. 

The Cuatrman. All right. It is spot checking; is it not? 

Mr. Horace Goutprrne. Yes, Mr. Harris. 

Could I just add one thing, that even Mr. Canavan wasn’t sure, as 
stated in this report on page 34, if I may read it to you. It says here: 

It is the belief of the writer that there will be no contest or administrative 
action and that a consent settlement can be obtained in this case without any 
difficulty. If the matter should go to trial there is probably sufficient evidence 


in the file gleaned from the records of the proposed respondent’s files to prove 
misbranding and misrepresentation on the subject fabrics. 


Mr. Canavan was not sure, and that is why I assumed that he used 
the word “probably.” 
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The Cuarrman. However, you just stated that you are aware of the 
fact that he did make this strong recommendation that Mr. Lishman 
just read. 

Mr. Horace Gouprine. I learned about that this month. 

The CuarrMan. You may proceed, Mr. Lishman. 

Mr. LisuMman. I would like to ask Mr. Bernard Goldfine in con- 
nection with these matters, did you at any time discuss them with 
any member of the U.S. Senate? 

(Mr. Bernard Goldfine confers with counsel. ) 

Mr. Bernarp Gotprine. Not that I remember. I don’t think I 
did about the FTC, Mr. Lishman. I don’t remember. 

Mr. LisumMan. During the period that the complaint was ae 
against Northfield Mills did you meet any member of the U.S. Senate 
at a hotel? 

Mr. Bernarp Goutprine. I met quite a few Senators in hotels in my 
day. 

Mr. Lisuman. Maybe I can refresh your recollection. 

The Cuarman. I think, under the circumstances, that probably you 
should not limit it to the Senate. Do not leave out the House. 

Mr. Lisuman. There is already testimony concerning this matter 
in the record. 

The Cuatrrman. You may inquire about it of Mr. Goldfine. 

Mr. Lisuman. In order to expedite matters, Mr. Goldfine, I have 
seven, at least seven hotel bills of the Sheraton-Plaza Hotel in Boston, 
»yhotostatic copies obtained by subpena, and I would like to have you 
identify whether or not the person named here as having registered 
had his bill paid by you. 

Mr. Ross. Are these some that we produced, Mr. Lishman ? 

Mr. Lisuman. No. These are bills that we obtained by subpena 
directly. 

Mr. Ross. They looked like duplicates of the ones we produced. 

(Mr. Bernard Goldfine confers with counsel. ) 

Mr. Bernarp Gotprine. What is the question ? 

Mr. Lisuman. Will you read the question, please. 

(The record was read by the reporter ) 

(Mr. Goldfine confers with counsel.) 

Mr. Lisuman. If it would assist you I have supporting documents. 

Mr. Bernarp Goupr INE. Let me answer that one first. 

I have paid Senator Payne for bills in that hotel. This doesn’t 
show me what hotel ontelde of one bill you have here. You have 
photostatic copies which you have in your possession which we have 
sent to you or given to you, and if you could show me those bills I 
could talk more intelligently. These do not show the Sheraton and 
what hotel it was. 

Mr. Lisuman. That is what I was going to offer to give you now. 

Mr. Bernarp Goutprine. Well, I wish you would. 

(Mr. Bernard Goldfine confers with his c ounsel.) 

Mr. Lisuman. We now have, Mr. Goldfine, the ones that you sent 
to us. If those are more familiar to you, we well let you testify- 

Mr. Bernarp Gorprine. No, no. I will use these now. All right, 
may I have ours, please? I would like to see them, please. 

Mr. Lisuman. Yes. 

(Documents handed to Mr. Bernard Goldfine.) 

Mr. Lisuman. I will hand the rest of them over to you. 
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(Documents handed to Mr. Maxwell Goldfine.) 

Mr. Bernarp Gorprine. I have one bill, a bill for the month of 
April, 1958, which we paid for Senator Payne, of $140.99. 

Mr. Hatz. What hotel is this, Mr. Counsel ? 

Mr. Bernarp Gouprine. Sheraton-Plaza Hotel in Boston, Mass, 

Mr. Ross. Is this confined to Senator Payne? 

Mr. Lasuman. Some of these bills include more than one. So I 
think it would be easier, if you would like, to do both at the same 
time. 

Mr. Hate. Mr. Chairman, are all these bills going into the record? 

Mr. Brernarp Gotprine. I have another bill right here where I paid 
for Senator Cotton, $26.26, on April 6 and April 7 of 1958, 

The Cuarrman. Mr. Hale inquires if these are going into the record. 

Mr. Lisuman. Yes, sir. 

The Cuarrman. As I understand, Mr. Counsel, some of this in- 
formation is already in the record, and you are now presenting it in 
more detail. 

Mr. Lisuoman. No. None of this has ever been in the record, Mr. 
Chairman. 

The Cuarrman. Very well. Let it be included in the record then 
as presented. 

Mr. Lisuman. I think they will need more identification because 
accompanying these bills is a photostatic check showing that the 
amount had been paid by Strathmore. Woolen Co., and I would like 
to identify each of these exhibits as soon as they have been identified 
by the witness more clearly for the record. 

The Cuamman. Yes. I think the witness is identifying them one 
by one. 

Mr. Bernarp Gotprtne. I have another bill of January 17, 1957, 
of $17.10 for Senator Norris Cotton. 

Mr. Hare. Just a minute, Mr. Lishman. The testimony will mean 
a lot more to the committee if we could have some indication of what 
the bills are that are being inquired about. 

Mr. Lisuman. These exhibits are going to be identified for the 
record in greater detail and clarity as soon as the witness has acknowl- 
edged that these are hotel bills that he paid. Until that is done, I will 
not be in a position to offer them into the record. 

Mr. Hare. Can you give a synopsis of what you are talking about! 

The Cuarrman. Mr. Hale, what the counsel said is that as soon as 
they can be identified by the witness, then he is going to give the com- 
mittee the benefit by description of them and include them in the 
record. 

Mr. Liasaman. I will hand them up now, if you like. 

Mr. Harr. Go ahead. 

(The witness confers with his counsel, and with Miss Paperman.) 

Mr. BerNarp Gotprinr. May I go ahead ? 

Mr. LisuMan. Yes. 

Mr. Bernarp Gotprine. I have another bill here that was paid at 
the Sheraton Plaza Hotel for Senator Cotton, amounting to $17.10, 
dated November 8, 9, and 10, in the vear of 1957. I have another bill 
for November 26 of 1957 where a bill was paid for Senator Cotton of 
a That is for the Ist, 2d, 3d, and 4th of November—the 26th 
and 27th, 









>I 
me 


d? 
Lid 


en 


my 


=* 
~ 


an 
at 


he 
7]- 
ill 


as 
n- 


he 


at 


1 
of 
th 





REGULATORY COMMISSIONS AND AGENCIES 4403: 


- You see, Mr. Chairman and Mr, Lishman, I would like to say this. 
Not being a bookkeeper, it takes me a little longer to identify those 
bills. I am not trying to stall for time. 

February 10 and 11, a bill paid at the Sheraton Plaza Hotel for the 
{0th and Lith of the year 1956. It was $79.41 for Senator Payne. 

(The witness confers with his counsel. ) 

Mr. BerNarp Gouprine. For Senator Payne, October 11, 12, 13, and 
14, October of 1956, $169.27. 

In the year of 1955, October 23, 24, and 25, $36.60 for Senator 
Payne. 

The witness confers with his counsel. ) 

Mr. Bernarp Gotprine. And I have another bill here, the year of 
1954, and I think at that time Senator Cotton was in Congress. I 
don’t think he became Senator yet. I paid a bill January 8—well, it’s 
all on the 8th, of $19.02, at the Sheraton Plaza Hotel. 

(The witness confers with his counsel.) 

Mr. Bernarp Gouprine. And March 4, 1954, which I think he was a 
Congressman at that time, $19.57. Those are the only bills I have 
here so far from you, Mr. Lishman. 

Mr. Lisuman. I am going to hand you another bill that you sup- 
plied the committee in accordance with the subpena and ask you if 
you can identify this one. 
~ The Cuamman. May I inquire, Mr. Goldline, was Senator Cotton 
a director and officer in one of your mills ? 

Mr. Bernarp Gouprine. He was then and still is today. When he 
went to Congress he told me that when he had to fill out he not only 
directly was a stockholder then and still is today. He was a stock- 
holder in the Lebanon Mills, I think, for the last 16 or 17 years, he 
and Mr. Southcott and also my counsel at that time and still has acted 
in an advisory capacity up until the time he left for Congress. 

The CuairmMaNn. In other words, he has represented or still does rep- 
resent your company in a legal capacity as well as officer or director? 

Mr. Bernarp Goipriny. Well, 1 won’t say in a legal capacity since 
he went to Congress you see, he confirmed, that is Cotton and Tesreau 
they named the firm. No, not since he went to Congress. 

The Cuatrman. He relinquished the legal responsibility when he 
came to Congress? 

Mr. BerNarp Gonprine. Correct, and the firm, you see, the firm is 
Cotton, Tesreau, and Stebbins. You see there are three people in that 
firm, so he is no more in that firm as far as I know, so I still do business 
with the firm with Tesreau and Stebbins, but not with Senator Cotton 
ina legal capacity but he is still a stockholder. 

The CHairMaAn. But at the time these bills were paid he was still a 
stockholder, an officer and director? 

Mr. Bernarp Gorprine. Oh, definitely. He still is now. 

(The witness confers with his counsel. ) 

Mr. Bernarp Gorprinr, | have bills here from the Mayflower Hotel 
at Plymouth, Mass. I paid for Senator Bridges and Mrs. Bridges 
from August the 15th to the 18th of 1957 which amounts to $181.98. 
[ have another bill which I paid for Senator Payne and Mrs. Payne, 
16,17, 18, and 19, here, $248.59. . 

The Cuamman. What year was that ? 

Mr. Bernaro Goiprine. That is the year of 1957. 
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Just one moment. For Senator Cotton and Mrs. Cotton, A 
16, 17, 18, and 19 of 1957, $162.23, at the same hotel, Plymouth, Mass, 
the Mayflower Hotel. 

Mr. Lisuman. Before I incorporate these into the record with a 
more detailed description, it might save time, Mr. Goldfine, if I could 
hand you this batch of documents which was obtained from. your 
office with a list prepared here and ask if you could check these 
matters to make sure that the amounts shown in this list are correet 
as shown from these receipted bills. 

Mr. Ross. Could we have Miss Paperman do that ? 

Mr. Lisoman. Yes. While you are doing that, I will read some 
of these into the record. 

Mr. O’Hara. May we see them, Counsel, after you have read them 
into the record ? 

Mr. Lisuman. The first of the documents identified by the witness 
consists of three pages. The first page is a check of Strathmore 
Woolen Co., No. 9608, dated February 7, 1957, payable to the order 
of the Sheraton-Plaza in the amount of $162.51. 

The testimony of the witness as to how much of that bill was at- 
tributable to Senator Cotton is accepted as correct. 

The next of the documents identified by the witness contains four 
pages. The first page is a check No. 3702 of Strathmore Woolen Co,, 
dated May 7, 1958, payable to the Sheraton-Plaza Hotel in Boston, 
in the amount of $825.65, and attached to it is the photostatic copy of 
the hotel statement and the amount already testified to by the witness 
as attributable in this bill to Senator Cotton is accepted as correct. 

The next document which has been identified by the witness is a 
document containing eight pages. The first page is a check of the 
Strathmore Woolen Co., No. 11485, dated September 1, 1957, pay- 
able to the order of Mayflower Hotel. Attached to this document is 
a photostatic copy of a receipted statement of the hotel which shows, 
among other things, that the Strathmore Woolen Co. paid for Sena- 


tor and Mrs. Stiles Bridges $101.98, and for Senator and Mrs. Payne 


$248.59, and for Senator and Mrs. Cotton $162.23. 

The next paper identified by the witness is a document of three 
pages. The first page is the check of the Strathmore Woolen Co., 
No. 13117, dated March 6, 1958, to the order of Sheraton-Plaza Hotel 
in Boston. Attached to it is a photostatic copy of the hotel statement 
which shows that company paid a bill in the amount of $22.81 for 
Senator Cotton. 

The next document identified by the witness contains three pages. 
The first page is a check of Strathmore Woolen Co., No. 1616, dated 
June 7, 1954. Attached to it is a photostatic copy of the Sheraton- 
Plaza Hotel in Boston, to whom the check was payable, and this doe- 
ument shows that that payment by Strathmore Wool included $19.57 
for Senator Cotton. 

The next document consists of three pages. The first page is the 
check of Strathmore Woolen Co., No. 1050, dated February 3, 1954, 
to the order of Sheraton-Plaza. Attached to it is a photostatic copy 
of the Sheraton-Plaza statement showing that included in the bill 
is $19.02 for Senator Cotton. 

The next document identified by the witness is a document. of three 
pages. The first page is a check of Strathmore Woolen Co., No. 5895, 
dated March 9, 1955. Attached to it is a statement of the Sheraton- 
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Plaza, photostatic copy, showing that included in the bill paid by 
Strathmore is the amount of $36.60 for Senator Payne. 

The next document identified by the witness contains three pages. 
The first page is a check of Strathmore Woolen Co., No. 8855, dated 
March 6, 1956, to the order of the Sheraton-Plaza. Attached to it is 
the photostatic copy of the Sheraton-Plaza’s receipted statement. This 
shows that included in the bill paid, $169.27 was paid for the account 
of Senator Payne. 

The next document consists of three pages. The first page is the 
check of Strathmore Woolen Co., No. 6887, dated March 7, 1956, to 
the order of Sheraton-Plaza Hotel. Attached to it is the photostatic 
copy of the hotel’s statement showing that in this bill was $79.41 
for the account of Senator Payne. 

The next document consists of four pages. The first page is the 
check of Strathmore Woolen Co., No. 12346, dated December 6, 1957, 
to the order of Sheraton-Plaza Hotel. Attached to it is the photo- 
static copy of the statement of the hotel showing that included in the 
bill is the amount of $70.07 and also an additional amount of $25.46 
for the account of Senator Cotton. 

The next document consists of three pages. The first page is the 
check of Strathmore Woolen Co., No. 14268, dated November 4, 1953, 
to the order of the Sheraton-Plaza. Attached to it is the statement 
of that hotel showing tliat included in the bill is $231.19 for Senator 
and Mrs. Payne. 

I ask that the papers identified above now be incorporated in the 
record at this point. 

Mr. O’Hara. Mr. Chairman, I would just like to call attention to 
the fact that obviously some of these statements are for bills—— 

Mr. Bernarp Gotprine. Would you please state that again? 

Mr. O’Hara. I am addressing this to counsel, Mr. Goldfine. 

In looking through these exhibits it is quite obvious that there are 
included in the various statements of the Sheraton-Plaza Hotel what, 
to me, are for meals or a continuation of an account that had existed 
for some time, and, of course, it does show it was a much smaller 
amount that was charged to the three Senators, such as Senator Payne, 
Senator Cotton, and Senator Bridges, in one instance where his name 
appears. Is that not true, Mr. Goldfine, that that is the situation 
with reference to these exhibits? 

Mr. Bernarp Gouprine. Yes, sir. 

Mr. O’Hara. Do you understand the question? 

Mr. Bernarp Gouprine. Yes, sir; it is true. 

Mr. O’Hara. With that understanding, Mr. Chairman, I just 
wanted to— 

Mr. Bernarpv Gotprine. Mr. Chairman, can I explain this situation, 
= Mayflower incident? I think the committee should know the 

acts. 

The Crarrman. Yes, I think you should have an opportunity. 

Mr. Bernarp Gotprtne. If you look at those bills you will find that 
it was during the latter part of the summer. Now I have a very fine 
winter home, but the little place that I bought in 1921, the cottage 
down at Hull, Mass., there is no place where I can entertain or even 
ask people like Senators or anybody I consider of importance. There 
is no room there in my little cottage. I bought it at a time when the 

82090—59—pt. 11——21 
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first child was born, and I have been to the homes of these Senators, 
who are good friends of mine, and where could anybody invite men 
of importance but at a place which is in Plymouth, Man 

I have the Mabett Mills, which I am proud of, and I really wanted 
to have them look at that plant because that was the last plant that 
I bought in Massachusetts, where in New Hampshire and Vermont 
the Senators have seen those plants. I couldn’t squeeze them into a 
little hole in my cottage. There is no room. I have the same little 


i 


| 


t 
E 


place that I paid $8,500 for—I have spent some money for improve- | 
ments—that I bought in 1921, and that is why, and those are the facts, | 


I was proud of the George Mabett Co. and I wanted to have them 
see the plant and see what it looked like. I took a plant that was 
down and out. They had no help there. And I was ane y with it, 
penne of it, and I wanted to show it to the Senators and also Gov, 

herman Adams, who was also down for a weekend, which hasn’t been 
mentioned here to this moment. 


j 


Mr. O’Hara. I suppose that at times when these Senators were | 


visiting, when these bills were incurred, you had your friends in and 
ma rest of the bills and all those things a nothing to do with the 
enate. 

Mr. Bernarp Gotprine. Definitely my friends and Mr. and Mrs, 
Goldfine and part of my family. I have gone there and I am going 
to continue to go to the Mayflower. It 1s very handy. It is only 
about 15 minutes from the place I have down at the beach. I invited 
them as my guests and had I known that the issue of this kind would 
have been, I wouldn’t have paid for those bills. I think they would 
have been glad to pay for those bills. 

The CuairMan. Does that complete your explanation ? 

Mr. Bernarp Gotprine. That is all at the present time. 

Then I also entertained a lot of my accounts, customers that come, 


like I have mentioned Mr. Goldman of New York, Mr. Greenberg, 


where I have entertained them at the Waldorf. 


That is part of my business to entertain customers and I was proud | 


to have men of that importance come down and spend with little 
Goldfine for the weekend. I would be pleased to have a picture of 
my place at Hull and see if there is room for them at my place down 
at the beach. 

The Cuarrman. I think, Mr. Counsel, it would serve the purpose 
just as well to have these documents received for the files. Do you 
see any reason to have them in the printed record ? 

Mr. Lisuman. No. 

The Cuairman. I think probably in view of the difficulty we have 
in including them in the record, since they are various kinds of docu- 
ments with a lot of surplus waste that would go in, it would be more 


expensive and would be unnecessary and we will receive them for | 


the files for the benefit of the committee. 

I observe, of course, Mr. Goldfine, that you said this was during 
the vacation season, as I understood. 

Mr. Bernarp Gotprinze. During August. It is right in there. 

The Cuarmman. Then I noticed 1 year in January. 

Mr. Bernarp Gorprine. That is not the Mayflower Hotel, Mr. 
Chairman. 
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The Cuarrman. One in April, in August, in February, in May, in 
January, in October, in November, another in October, February, 
November, and October. So I assume that you would like to clarify 
that to include the one with reference to the Mayflower Hotel at 
Plymouth. 

Mr. Bernarp Gorprine. The Mayflower Hotel down at Plymouth, 
and I think that the first time Mr. Lishman read into the record the 
total, I don’t think Mr. Lishman meant, but it is misleading to go to 
the public when you talk of the total bill in the hotel when only part 
of that applies to a $1,400 bill. There is no such thing as a $1,400 
bill. 

The Cuatrman. You stated the amounts paid for each of these offi- 
cials. That is clear in the record. 

Mr. Bernarp Gouprine. Allright. Thank you. 

Mr. Moss. Mr. Chairman. 

The Cuarrman. Mr. Moss. 

Mr. Moss. The only observation I have, Mr. Goldfine, is that you 
carefully state your reasons for having these guests, the inadequa- 
cies of your summer home, your strong sentimental attachment to that 
home that you have had for so many years, and your great pride in 
this new mill that you had acquired. 

I think that would be a most persuasive argument as far as I am 
concerned were it not for the fact that, in each instance here, you 
charged these not as personal items of expense but rather as items 
of business expense. 

As a rule when you have a purely personal guest, apart from the 
normal business relationship, there is a personal underwriting or pay- 
ing of the expense, but you determined here that this was a business 
expense and I think it raises an entirely different question placing a 
different connotation on this action in billing to Northfield Mills. 

Mr. Bernarp Gotprrine. I still stand on what I have said, and how 
it was applied and how the auditors decided to do it, and the book- 
keeping department is not mine; but what I state are the facts. If 
you are going to discuss bookkeeping and what auditors do, then I 
think you ought to get my auditors down and see. 

Mr. Moss. I think 

Mr. Bernarp Gotprine. Just a minute. 

Mr. Moss. I will not wait just a minute. Iam 

Mr. Bernarp GoLprine. That’s too bad. 

Mr. Moss. I am not asking you to respond now. 

Will you be silent? 

The Cuatrman. That is out of order. Mr. Moss, you may ask a 
question. 

Mr. Moss. You are offering a defense there that has no basis at all. 
You cannot shirk the responsibility. 

Mr. Bernarp Gotprine. I don’t agree with you. 

The Cuamman. Just a minute, Mr. Goldfine, until he has concluded. 
Then you can have your say. 

Mr. Moss. How you determine to pay your bills is your respon- 
sibility. ; : ! 

Mr. Bernarp Gorprtne. That’s my business, not yours. 
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Mr. Moss. Yes, but you are subject to the same laws as the rest of 
us. 

Mr. Bernarp Gotprrine. That remains to be seen. 

Mr. Moss. That is a most interesting observation because it so 
patently states the attitude that you have evidenced ever since these 
hearings commenced. 

The Cuamman. Do you have any further comment? 

Mr. Bernarpv Gouprine. I don’t agree with the Congressman, 

The Cuarrman. That is obvious. 

Mr. Bernarp Gotprine. Mr. Chairman, if there are any more Con- 
gressmen whom I don’t know too well and if they can come down 
some time and if they want to be invited for a weekend I would be 

very glad, including Mr. Moss. 

Mr. Moss. I do not think, Mr. Goldfine, that you have the fine 
affection for me that you have stated you have for these other gen- 
tlemen. 

Mr. Bernarp Gotprrine. That’s only your opinion. 

The Cuarrman. Now, listen. I do not think it is necessary to have 
colloquy of this kind. 

Mr. Lishman, will you proceed ? 

Mr. Lisuman. Miss Paperman, while we were putting in the 
record checks which had been previously identified and documents 
which had been identified by Mr. Goldfine, did you check over the 
papers that I handed to you and can you tell me whether or not the 
list with items in the right-hand column showing amounts was cor- 
rect? Did you have a chance to check that ? 

Miss Paperman. Yes, I did. I checked them. 

Mr. Lisuman. Is it correct? Are the items shown in the right- 
hand column correct ? 

Miss ParerMan. Yes, the items shown there are correct as listed. 

Mr. Lisuman. Mr. Chairman. 

The Crareman. I think, Mr. Counsel, you may include in the 
record the itemized statement of the outline which has been identified 
by Miss Paperman and then the attachments will be received for the 
files for the benefit of the committee. 

Mr. Lisuman. I should like to place in the record at this time a 
one-page statement showing that the total amount of hotel bills paid 
during the period December 23, 1953, to May 6, 1958, on behalf of Mr. 
Sherman Adams by Mr. Goldfine and his companies totals $3,096.56. 
This aggregate sum is composed of items at the Sheraton-Plaza Hotel 
in Boston, at the Waldorf-Astoria in New York, at the Sheraton- 
Plaza again, and the Mayflower Hotel in Plymouth, Mass. 

I would like to have this admitted for the record. 

The CuarmrMan. Let it be received for the record, and the statement 
also does show that previous testimony indicating that Mr. Goldfine 
paid some $2,000. 

Mr. Lisuman. That amount is included in this final amount. 

The Cuatrrman. That is the reason I mentioned it, Mr. Counsel. 
We do not want to get any erroneous impression that this total 
amount was in addition to the previous reported amount. 
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(The document referred to follows :) 


Previous testimony indicated that Goldfine paid about $2,000 in Adams’ hotel 
pills. Records supplied by Goldfine reflect that the total as to these hotels now 
is $3,096.56. 

Sherman Adams 

















Date | Place Amount 
1953 

TE DE ccarncyendnabenbancensimasbeeepetnumaguanads Sheraton-Plaza................ sibainie $171. 01 
1954 

ain oa nh ine aaa eeu T Ramee | Waldort-Astoria....s........<...«« | 47. 40 

Feb. 12-16. ie bth p cid sgccdsebe Jivenawiiwatawwawentt do. sadisawvcddastaanstn | 219. 65 

I ca esscitgn ile tents ids ein acca AN I roeee-| NE  cwiicinccmncdtisainiainiainints 172. 84 

Dec. 21-22 ssidiieatbtaaee neers: Dis Javncttesunanhéhaecnmeneas 138. 55 
1956 

Rc cain ubesehwaekeNinedvhhns a daaemdoniemdie koa COD, < wanlntlacinatinebaanaiinibendeleiged 158. 41 

PIO a si cccumdesiangcthinqentabasnemnnnhe nanwes [aseseUleaatepeneioteoneharssapaeael 221. 34 

SR te LACAN 1 WED cp ainuiunin lata essenhe cans faxk<p nels JgradeonSabaaiassigoeeeaen 28. 31 

i Mi Mh, nsw icaes ébihanmsdine aemmandioe 5 cgunle acddhbestadésebatnbiieekeaee 220. 56 

Dec. 27, 28 (Sarah Adams).-- cis a st tise sched picegoall iad a epdaniaiatadiomdanaamaaaaa neil 9.39 

Dt 1h chibcpasrcndasaahdausustcuunsetunenenke colacocklllinid shvtidvaghadensebwasaianae 151. 11 
1956 

BE MN oc inadnctciesnad ceded easensdeeeeen< Pe NE ee eee er eee ee = 164. 60 

Apr. 24, 25....- cr amnint scanunghonna aul pagina Ula = sant beens Kghacedudaeher’ 187. 85 

Nov. 21, 22 (Samuel Adams). -_....- cccin bidwod dudalen sdb diktcdanatibaaadeetecdan 34. 20 
1957 

BO cs witcindinwnd sce Siesta ct eiaiad ahaiea Sida alabalaced dgousiohcc ho ams UN © cles aiaea a ae 170. 36 

hans dda cainmnorenemuen iciennstian aan i eeaeenaliideme aut 50. 00 

June 7, 8. --. 5 inane a se a . gue ibaa’ 106. 83 

SE BPO ccncnnnonen cas enines wideetenaeieeea aes rain Mayflower Hotel, Plymouth, 262. 29 

| Mass. | 

i access te ti i éimeiciciinmcimciednken tHe URE EE ce caiakdnacimncemiel 361. 13 

PTET. cea. cicticrs «si cassaeusiuiows semcaciiadonteey evs aaielenhiian one 161. 27 
1968 | 

SN Gis u.cdcckddneckanacendatatieddsakannsenswecen vial CU, 5 nhivetaceninnbdadnndagells 59. 46 

eNNE oi it a ane den sada th catnene ano eatin iad | 3, 096. 56 





1 See register for Bernard Goldfine same period. 


Miss ParpermMan. Excuse me, Mr. Lishman, I also want to say that 
this covers a 5-year period plus 1 month in 1958. 

The CuarrmMan. Beginning in 1953. 

Miss ParerMan. Starting in 1953 through 1957 and including the 
month of May in 1958 and it covers all the hotels involved. 

The Cuarrman,. Yes. The photostatic copies of the checks and bills 
will be received for the files. 

Mr. Ross. Mr. Lishman, are those the photostats that we produced ? 

Mr. Lisuman. Yes; these are the photostats produced by the wit- 
ness with the exception of one item, the last item on the list, which 
was checked out. 

Mr. Ross. Thank you. I just wanted the record to show that we 
produced them. 

The Cuatrman. Yes. I think so. 

Mr. Wriuu1ams. Mr. Chairman. 

The Crarrman. I do not think we should overlook the main pur- 
pose of this investigation. I am going to continue to refer to it so 
that we can understand. The objective of the investigation and the 
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work of this committee is in connection, of course, with the admin- 
istration of the laws of the regulatory agencies that come within the 
jurisdiction of this committee, in this particular instance matters 
before the Federal Trade Commission and Securities and Exchan 
Commission, and it might be well to remember at this point, which is 
quite an important item for consideration here, that the first of the 
bills is December 1953 at the time when the matter before the Fed- 
eral Trade Commission was brought to the attention of certain ones 
and Mr. Adams and when you received the letter and memorandum 
of 1954, of January 4, and subsequent events. 

I think that we should not overlook the prime purpose of the in- 
vestigation and the facts with relation thereto. 

Mr. Williams? 

Mr. Wituiams. No, Mr. Chairman. 

Mr. O’Hara. Mr. Chairman, I would like to ask a question at this 
point. 

The Cuatrrman. Mr. O’Hara. 

Mr. O’Hara. Well, Mr. Chairman, I would like to ask counsel if 
counsel and the staff have made any inquiries as to other Senators. I 
do not care whether it was in 1953 or prior to 1953, but as to other 
Senators for whom Mr. Goldfine may have paid the hotel bills or 
entertained them. 

The Cuarrman. Or House members. 

Mr. O’Hara. Or House members. 

Mr. Lisuman. Mr. O’Hara, we asked for this information respect- 
ing all public officials. 

Mr. O’Hara. For how long back ? 

Mr. Lisuman. Back to 1950. This is what was supplied. 

Mr. O’Hara. I did not know we went to 1950, so far as this com- 
mittee isconcerned. I ask the question. 

The Cuairman. Mr. Goldfine is here as the witness, If the gentle- 
man wants to ask a question all right. 

Mr. O’Hara. I certainly shall. 

The Cuatrrman. Do you want to do it at this time? 

Mr. O’Hara. Yes. 

Mr. Goldfine, you have given testimony with reference to Senator 
Payne, Senator Cotton, and Senator Bridges, and their wives, whom 
I believe were on these occasions at these hotels. 

Now, have you entertained other public officials, such as Governors, 
such as other Senators, we will say from 1940 on, and any judges as far 
as that is concerned, and paid their hotel bills? I donot imply by that, 
Mr. Goldfine, that there was anything wrong about it morally or 
legally, but I do think, in fairness to this pic ture, we should have the 
entire picture. 

Now, would you please answer that ? 

Mr. Bernard Gouprine. Well, I would like to answer it this way: 

As long as you ask me that question, Mr. O’Hara, I would like to 
have Miss Paperman go back to Boston to look over and see if there 
was. I can answer that question more intelligently after we look over 
our records. But that is not what this committee was looking for. 

Mr. O’Hara. Can you answer from memory as to what you remem- 
ber, and then have Miss Paperman also check? I realize it is difficult 
to recall this far back, but I want to be entirely fair. I think Miss 
Paperman should look over these records. 
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Miss Parerman. I think I can answer it now if I have a chance. 

Mr. O’Hara. All right, I would be glad to have Miss Paperman’s 
answer. 

Miss Parerman. The records that I have produced are the only rec- 
ords that we now have available. We have nothing that goes beyond a 
6-year period, and, so, I have produced everything that I have had in 
the file, regardless of who the Senator or Congressman may be. 

Mr. O’Hara. What I would like to ask, Miss Paperman, is do you 
have any recollection of other bills which have been paid for other 
public officials? Do you have any recollection of your own as to who 
they might be? And again I say I do not infer there is anything 
wrong about it. 

Miss PaperMan. I have produced all the bills, Mr. O'Hara, and I 
think Mr. Lishman has them, and Mr. McLaughlin. I have given 
copies of all of them. 

Mr. O’Hara. Do they include more than the Senators Cotton, 
Payne, and Bridges? 

Miss Parerman. I haven’t been given all this to check back. I have 
only been given just one, only for Governor Adams. That’s the only 
thing I have checked. 

Mr. LisomMan. The request was made for all Federal officials, and we 
do have other information. 

Miss ParerMAN. You certainly do, because I produced it. Why 
don’t you bring it forward? What’s the sense of just bringing out 
one? Bring them all out and I'll check them. 

Mr. Bennett. Will you yield? 

Mr. O’Hara. Yes, I will yield. 

Mr. Bennett. While we are on this subject, Mr. Chairman—this is 
to Mr. Goldfine—if it is true that you entertained and paid the hotel 
bills of Federal Judge McCarthy—— 

Miss Parerman. We have produced that. 

Mr. Bennerr. I am asking a question for the record as long as Mr. 
O’Hara made this inquiry. : 

Miss PaperMan. We have produced that. It’s here. 

The Cramrman. As I said this morning, if we permit the counsel 
to proceed in developing all this, he is going to go into all of these 
things in which there are records that we have. 

Mr. O’Hara. That is what I wanted to make sure, whether there are 
other records. 

Mr. Listuman. We have only one other record involving one other 
Federal official, and that was going to be put in the record at an ap- 
propriate place when we inquire concerning the Securities and Ex- 
change Commission, and the reasons for a long delay in the prosecu- 
tion of litigation when a judge finally disqualified himself, when he 
discovered that he had been a friend of Mr. Goldfine. 

Mr. Bennett. I suggest, Mr. Chairman, since these hotel bills have 
been put in here and only one is left, to clarify the record we ought 
to put that one in at this point. 

The Carrman. You may proceed, Mr. Lishman. 

Do you have any more, Mr. O’Hara? 

Mr. O’Hara. Yes, I will have, but I do not want to interrupt now. 

Mr. Lisuman. Now that the point has been raised, we will show to 
the witness certain papers and have Mr. Goldfine and Miss Paperman 
together identify them. 
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Mr. Bennett, you wanted to have in the record at this point with 
the other bills paid by 

Mr. Bennerrt. Since this is the only one you have, I think it might 
be well to put it in the record at this point. 

Mr. Lisoman. There are three different bills here for this same 
person. Now Miss Paperman states that she can only vouch that one 
of these bills was paid for by Strathmore Woolen. She is going to 
check on the other two bills to see if Strathmore Woolen paid for 
them. 

The records we subpenaed from the Waldorf-Astoria state that the 
bills were paid by Mr. Goldfine, Strathmore Woolen, but, in order to 
be absolutely certain, I think it would be a fair thing to do to wait 
until we have it verified that these other two bills were actually paid 
by checks or otherwise by Mr. Goldfine or one of his companies be- 
fore we put them into the record. 

We can put in the record, however, this one bill which was ad- 
mittediy paid for by Mr. Goldfine through Strathmore Woolen. Will 
that be satisfactory ? 

Mr. Bennerr. Can’t you clear it up by asking Mr. Goldfine if he 
entertained the judge on these occasions? It is not long ago. 

The Cuairman. We are getting another one of these situations that 
is not the proper way to develop a hearing. I tried to insist that the 
better approach to this is to let the counsel go ahead and proceed in 
the way this case has been prepared. I hope that that can be done. 

Now we have another one of those situations where reference has 
been made to something here without the documentary information. 

Mr. Bennerr. Mr. Chairman? 

The Cuamman. All right, now 

Mr. Bennerr. Let me say something. 

Mr. Goldfine is here. Is there anything improper, since these other 
bills have been put into the record, to ask him about this particular 
one? I see nothing wrong about it or improper. 

The Cuarrman. Of course, the gentleman sees nothing wrong about 
it except I have tried to insist that these hearings go along in order 
that anything we get in the record should be put in in the proper way. 

We have this point now, like there have been a couple of other 
things in the past, where this drops on the committee. _ 

I see at this point that nothing can be done except with reference to 
the one bill that has been identified. Mr. Goldfine is here and Miss 
Paperman, too. They say they cannot identify at this time two of 
the three that they have. 

Mr. Bennett. Did they say that in the record? 

The Cuarrman. They said that just a moment ago. 

Mr. Lisuman. Miss Paperman, I have showed you several bills of 
the Waldorf-Astoria Hotel in New York which are photostatic copies 
of these receipted bills, and on their face they show they were paid 
by Mr. Bernard Goldfine or Strathmore Woolen. Are you prepared 
to state that these bills were actually so paid? 

Miss Parerman. No, I definitely am not. The only one I can 
identify is a $63.89 bill. The other two, one of them for $19.57, I will 
look up. You gave me one which dates back to 1950, and I have no 
records of 1950. I don’t keep them beyond a 6-year period. 

The Cuamrman. Identify the one that you can and let it go in the 
record, and the other two will not go in the record until further 
information is obtained. 
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Miss Parerman. All right. I can identify a bill in the amount of 
$63.89 which is dated April 25, 1954, for William T. McCarthy. 

Mr. Hatz. What hotel ? 

Miss Parerman. At the Waldorf-Astoria in New York. 

Mr. Lisuman. In order that the record will be clear, I will identify 
this as we have done similar hotel bills and checks. 

The document just identified by the witness consists of four pages. 

The first page is a check of Strathmore Woolen Co., No. 1483, dated 
May 19, 1954, and attached to it is the receipted statement of the Hotel 
Waldorf-Astoria in New York, and it shows that there was paid by 
Strathmore Woolen Co. for the account of Mr. and Mrs. William T. 
McCarthy, Boston, Mass., $63.89. 

The CuarrmMan. Does that conclude that, Mr. Lishman ? 

Mr. Lisuman. I would like to have that document received for the 
files. 

The Cuairman. It will be received along with the others. 

It might also be stated that, Miss Paperman, when you look over 
your records and can give the committee further information about 
the other two bills, then that will be cleared up, too, for the record. 

It also might be said that the name referred to is Judge McCarthy, 
a Federal district judge in Boston, Mass. 

It might also be said it was a matter before his court regarding 
the Securities and Exchange Commission which the counsel intended 
to develop all together to permit the committee to get to it. 

Mr. Sears. Mr. Chairman, I would like to correct you. 

There was no proceeding before the court at that time. It was 
brought later. 

The Coarmman. Well, I did not say at that time. 

Mr. Sears. I beg your pardon, Mr. Chairman. You said there was 
amatter pending before Judge McCarthy. 

The CuHatmrman. And that the counsel intended to develop all of 
this together as soon as he is permitted to and can get to it. That will 
then have to return to the part of the record made at this time when 
we reach that during the course of the hearings. 

Now you may proceed, Mr. Lishman, with whatever additional 
information you wish to develop. 

Mr. Lisuman. We will now turn, Mr. Chairman, to the East Boston 
and the Boston Port Development Co. 

Mr. Bernarp Gotprine. I have no more to say, thank you. I have 
nothing to say at the moment. 

Mr. Lisuman. Mr. Goldfine, when did you first acquire ownership 
of stock, beneficially or otherwise, in the East Boston Co.? 

Mr. Bernarp Gotprtne. In the early part of 1940, Mr. Lishman. 

Mr. Lisoman. And how many shares of stock are outstanding in 
East Boston Co. ? 

Mr. Gotprine. At the present moment? 

Mr. Lisuman. Yes. 

Mr. Bernarp Gotprine. Well, I would like to have Miss Paperman 
give you the answer. She is right here. She has the list and she 
knows all about it. 

(The witness confers with his counsel.) 

The Cuatrman. Could you give approximately the number and then 
supply the record ? 

Miss Parerman. I have a list and I want to get it. 
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The Cuamman. You are certainly taking a lot of time here. 

Mr. Brernarp Gouprine. Mr. Lishman, would you please ask me the 
question ¢ 

The Cuarmman. The committee will be in order. 

Mr. Lisuman. Read the question. 

(Record read.) 

Mr. Bernarp Gorprrne. I think there is about 150,000 shares, or 
147,000, or something like that. 

Mr. Lisuman. How many shares do you own legally or beneficially? 

Mr. Bernarp Gorprrne. At the present time 1 own, or the famild 
- Goldfines, 111,065 shares, according to Miss Paperman’s figures 
rere. 

Mr. Lisuman. In 1948 how many shares did you and your family 
own in that company? 

Mr. Bernarp GoLpFIne. Just wait a minute and we will tell you. 

(The witness confers with Miss Paperman. ) 

Mr. LisHMaAN. Give it to us at the end of the fiscal year. 

Mr. Bernarp Gotprrne. The end of what year? 

Mr. Lisuman. March 31, 1948. 

(The witness confers with Miss Paperman.) 

Mr. Lisuman. Give it approximately. It does not have to be exact. 

Mr. Bernarp Gotprine. I think I owned about the same, probably 
a few shares less. I don’t know. Miss Paperman tells me that is the 
amount we had in 1948. 

Mr. Lisnman. Now, how many shares of the Boston Port Develop- 
ment Co. do you own of its publicly held stock? 

(The witness confers with Miss Paperman. ) 

Mr. Bernarp Gouprine. What did you say, Mr. Lishman? 

Mr. Lisuman. How many shares of Boston Port Development pub- 
licly held stock do you hold? 

Mr. Bernarp Gouprine. At the present time over 5,000 shares. 
Over 5,000. 

Mr. Lisuman. Does that represent approximately 79 percent stock 
of publicly held stock in that company ? 

Mr. Bernarp Gortprine. I would say it is about 75 percent. I think 
it’s around 75 percent. 

Mr. Lisuman. Now, Mr. Goldfine, on page 17 of your statement 
to the committee on Wednesday, July 2, you stated with respect to 
these companies: 

I paid very little attention to their internal affairs. 


Mr. Sears. Where is that page? 

Mr. Lisuman. Page 17. 

Mr. Bernarp GoLprine. How far down is it, Mr. Lishman ? 

Mr. Lisuman. It is about halfway down the page. 

Mr. Srars. Are you reading from the mimeographed copy? 

Mr. Lisuman. Yes, sir. I will give you the mimeographed copy 
and mark it for you. 

Mr. Sears. I have it here. How does the paragraph begin ? 

Mr. LisHMAN (reading) : 

I have never been an officer or director of either of these companies, and I paid 
very little attention to their internal affairs. 

Mr. Bernarp Gortprine. That is correct. 

Mr. Lisuman. Now, Mr. Goldfine, you were sufficiently familiar 
with the internal affairs of the Boston Port Development Co. in 1946 
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to know that its cash position would permit the withdrawal by you 
of $20,000 cash allegedly as commissions and for a like amount by 
Mr. W. J. McDon: ud, a director of Boston Port Development Co., for 
which checks in those amounts were issued and for which your own 
CPA, certified public accountant, reported that supporting vouchers 
were not available. Is that correct ? 

Mr. Bernarp Gotprine. I respectfully decline to answer the ques- 
tion because it is not pertinent or relevant to the matters which this 
subcommittee is presently investigating or about which it is authorized 
to inquire. 

Mr. Lisuman. Mr. Chairman, we are in a situation where this is of 
the utmost relevancy and pertinenc] y. We are dealing with a situa- 
tion where the East Boston Co. and the Boston Port Development Co. 
defied the Securities and Exchange Commission for a period of more 
than 8 years and information that should have been furnished to the 
Commission was not furnished in time to prevent minority stock- 
holders from being victimized. 

Now, I submit this is utterly relevant. 

Mr. Bennerr. Mr. Chairman, may I be heard? 

The Cuartrman. May I inquire what is the date that you refer 
to with reference to the $20,000 withdrawal ? 

Mr. Lisuman. 1947, December 22. 

The CuarrMan, 1947? 

Mr. Lisuman. Yes, sir. 

Mr. Bennetr. Mr. Chairman, may I be heard as to the relevancy of 
this question for a moment? 

The CuarrMan. Yes. 

Mr. Bernarp Gouprine. Mr. Chairman, I would like to say one 
word, if I can. 

Mr. Bennett. He refused to answer the question. 

The Cuarmman. Just a minute. 

Mr. Bernarp GOLDFINE. ae was no stockholder victimized. 
When he talked victimized, I didn’t know what he is talking about. 

The Cuatrman. Do you understand the question that was asked? 

Mr. Bernarp Gotprine. Well, I knew what I was asked and I have 
answered that question but I didn’t think anyone was victimized. 

The Cuarrman. You have not answered the question. 

Mr. Brernarp Gouprine. I did in this here. 

The CuarrmMan. That is no answer. 

Did you understand the question asked by the counsel with reference 
to the $20,000 withdrawal which was for certain purposes, and I 
assume legitimate, by you and Mr. McDonald? Did you understand 
that question ? 

Mr. Brernarp Gorprine. I understood that question. Yes, Mr. 
Harris. 

The Cuarrman. But you still decline to answer that question? 

Mr. Bernarp Gorprine. IJ still decline to answer the questions. 

Mr. Sears. I might—— 

The CuHarrman. Just a minute, Mr. Sears. 

I read the rule the other day. You may advise your client as the 
tules provide. 

Mr. Sears. I would like to address the Chair in the interest of sav- 
ing time here maybe. 

The CHatrman. If you can save time, we would welcome it. 
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Mr. Sears. I can save a lot of time, I think. 

We have given this matter of the internal affairs of the East Boston 
Co. and Boston Port great consideration and study and we have ad. 
vised Mr. Goldfine that the internal affairs of the East Boston and 
Boston Port is no concern of this committee. We are here ready to 
answer any and all questions relative to the failure to file promptly 
10-K reports and it is our opinion, and we have so advised Mr. Gold- 
fine, that that is all this committee can inquire into under the resolu- 
tion in this case. So that may curtail a great many questions. 

The CHairman. Well, that is your opinion. You can raise the 
question of relevancy any time you desire. 

Mr. Sears. Exactly. 

The Cuarmman. It is the purpose and the responsibility of the com- 
mittee to make that determination. 

Mr. Srars. At this point, yes. 

The Cuarrman. At any point. 

Mr. Sears. I beg your pardon. There are other tribunals that may 
decide that. 

The CHamman. We will reach that when we get to it. Will you 
repeat the question that Mr. Lishman asked? I am not sure that 
either Mr. Sears or Mr. Goldfine understood it. 

(Record read.) 

(The witness confers with his counsel.) 

Mr. Bernarp Gouprine. I understood the question and I stand on 
my answer. 

Mr. Lisuman. Mr. Chairman. 

The Cuarrman. What page were you referring to from his state 
ment ? 

Mr. Lisuman. Page 17 in the middle of the page. 

Mr. Chairman, I would point out that Mr. Goldfine himself in 
his statement has made this question relevant. He has made a 
definite statement under oath that he paid very little attention to the 
internal affairs of these companies but he knew enough about their 
internal affairs to know that they were in sufficiently strong cash 
position to allow him and his associate, Mr. McDonald, to withdraw 
$20,000 in cash which his own auditor reports there were no supporting 
vouchers for. 

Mr. Bennett. Mr. Chairman, I would like to be heard on the ques- 
tion of relevancy. I think the question is relevant and I would like 
to add for the record a further argument as to its relevancy, if I may, 
at this time. 

The Cuatrman. Well, first I think we had better make it very clear 
that Mr. Goldfine included in this statement on page 17, “I have never 
been an officer or director of either of these companies, and I paid 
very little attention to their internal affairs.” 

As I understand the counsel has asked a question about that state- 
ment and you have refused to answer that question. 

Mr. Bernarp Gotprinr. That is correct, Mr. Chairman. 

The Cuarrman. The Chair would have to hold that it is a relevant 
question. It is pertinent to this investigation. It is a question about 
your own statement which you made. 

Now, Mr. Bennett, you may make any further statements that you 
desire. 
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Mr. Bennett. The Chair has ruled that the question is relevant 
and is going to require the witness to answer it. Is that my under- 
standing ? 

The Cuatrman. Of course, the Chair can only request that the 
witness answer the question which the Chair feels is relevant. 

If it is refused, the committee will have to make the decision as to 
what further action it will have to take. 

Mr. Bennerr. In support of the chairman’s decision I wanted to 
point out that in section 13 of the Securities Act of 1934, which gives 
the Commission the right to obtain and require a company such as 
the one we are spe: aking of now to furnish information as to its finan- 
cial affairs, there is no limitation in that section concerning matters 

of this kind, and I think it would have been perfectly proper, upon 
the question of the filing of the 10-K or any other information per- 
tinent under section 13 of the act, for the Commission to have made 
the same inquiry that counsel just made of this witness, and, if he re- 
fused to furnish it, to proceed under section 21(a), 21(b), and 21(f) 
of the act to require the production of this information, the produc- 
tion of the original books of account and entry. And, therefore, Mr. 
Chairman, if the Securities and Exchange Commission had the right 
under the law and under its regulations to require the furnishing of 
this information by the witness and by his company, then I think it is 
perfectly relevant and perfectly proper for this committee to require 
the production of the same information. 

Mr. Sears. Mr. Chairman ? 

I think I agree with you, Mr. Bennett, if the SEC has certain rights 
about inquiring into the internal affairs of a corporation which is 
listed and registered with that agency, that if there had been such a 
request or demand and it hadn’t been complied with, that evidence 
would be perfectly probative here. 

But there is no evidence of any demand or request by the SEC as 
to the state of the internal affairs other than their request for the 
filing of 10-K reports. 

Mr. Bennett. That may be true, Mr. Sears, but we are not limited 
to what the SEC requested. We are looking into the question here 
of what the Securities and Exchange Commission should have done 
under this act, which is very material. 

Mr. Sears. On that I agree with you. You may inquire to your 
heart’s content about what the SEC should do. 

Mr. Bennerr. And we can make the same inquiry concerning the 
same information as the SEC could do. 

Mr. Sears. That is where we part. 

Mr. Lisoman. Mr. Chairman ? 

The CHarrman. Mr. Lishman. 

Mr. Lisuman. It is squarely within the authority conferred on this 
subcommittee by the resolution which established it that we have 
authority to inquire into and determine how the Securities and Ex- 
change Act has been administered by that C ommission. 

We have a situation where this company for 8 years defied that 
Commission, and finally in 1956 this company, See Port Develop- 
ment Co., under compulsion, submitted certain data to the Securities 
and E xchange Commission. And the question which has just been 
asked was derived from a report dated March 22, 1956, over the signa- 
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ture of Benjamin Brown, auditor for the Boston Port Development 
Co., and a certified public accountant, and is a document in the file 
of the Securities and Exchange Commission. 

We are entitled, I submit on a number of grounds, to require the 
witness to answer this very pertinent and relevant question. 

The Cuatrman. Will you restate the question, Mr. Lishman. Could 
you rephrase your question, Mr. Lishman. 

Mr. LisuMman. I will rephrase it. The question I asked was sub. 
stantially this of Mr. Goldfine: 

At first his attention had been called to his statement, page 17, wher 
he stated that he had paid very little attention to the internal affairs 
of the East Boston Co. and the Boston Port Development Co. Then 
this question was asked : 

You were sufficiently familiar with the internal affairs of the Boston 
Port Development Co. in 1946 to know that its cash position would 
permit the withdrawal by you of $20,000 cash allegedly as commis. 
sions, and for a like amount by Mr. W. J. McDonald, a director of 
Boston Port Development Co., for which checks in those amounts were 
issued and for which your CPA reported supporting vouchers were 
not available. Is that correct ? 

Mr. Bernarp Goxtprrine. Mr. Lishman, I respectfully decline to 
answer the question because it is not pertinent or relevant to the mat. 
ters which this subcommittee is presently investigating or about which 
it is authorized to inquire. 

I want to add also it concerns matters which are presently in litiga- 
tion and under judicial consideration. Furthermore, it involves the 
internal affairs of a corporation with which this subcommittee is not 
concerned. 

(Mr. Bernard Goldfine confers with his counsel.) 

Mr. Bernarp Gotprine. And the judicial consideration is in the 
Federal court at the present time. 

The Cuairman. Mr. Goldfine, did you make a statement on page 11 
of your mimeographed statement to this committee July 2, 1958, 
and I quote: 

I have never been an officer or director of either of these companies, and I paid 
very little attention to their internal affairs. 

Did you make that statement ? 

Mr. Bernarp Gotpring. Yes, sir, Mr. Chairman, I did. 

The Cuarrman. Then you are not willing to answer the question 
that you are sufficiently familiar with the internal affairs in 1947 for 
the withdrawal of the funds which the counsel has mentioned in his 
question ? 

. Bernarp Gotprine. I am not, Mr. Chairman, for the reasons 
stated. 

The CHatrman. Mr. Goldfine, the Chair will have to hold that this 
question is very important to this hearing and that it is pertinent, that 
it is relevant to this investigation, and, therefore, would like to suggest 
to you that you answer the question if you were so familiar for that 
purpose. 

Mr. Bernarp Gorprine. I still stand on my last answer, Mr. Chair- 
man. 

The Cuarrman. Mr. Goldfine, I have no other alternative except to 
direct that you answer the question, and I order you now to answer the 
question as propounded to you by Mr. Lishman, the counsel of the 
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committee. Your failure to doso, I might advise you, could very likely 
Jead to proceedings of contempt. 

Mr. Bernarp Gotprine. I decline to answer that question for the 
reason given before. 

The CuarrMan. The committee will adjourn and assemble in execu- 
tive session. 

Mr. Moss. Mr. Chairman, before we adjourn, may I make an in- 

uiry ¢ 
: The CHAIRMAN, Yes. 

Mr. Moss. I have tried to withhold this inquiry, or, I suppose, more 
properly, a parliamentary inquiry, in order to be tolerant and permit 
the widest latitude to Mr. Goldfine and his entourage. But I would re- 
spectfully call attention to rule XI of the House, and I want to give 
notice that I intend to raise points of order when in my judgment it is 
applicable. 

Witnesses at investigative hearings may be accompanied by their 
own counsel for the purpose of advising them concerning their con- 
stitutional rights. We have been forced to go through repeatedly re- 
readings and restating questions not because, as has sometimes been 
contended, of hearing defects but because both ears of the witness were 
being buzzed by counsel with all sorts of advice and suggestions. And 
Iam going to inquire if it is not the rule of the House of Representa- 
tives, and one which is to be adhered to in the continued hearings of 
this committee. 

The CHarrMan. The gentleman has just correctly stated the rule. 

The time now is 4: 15. 

Mr. Lishman, did you have anything else you wanted to inquire 
about this afternoon ? 

Mr. LisHMAN. I want to proceed along that line of questioning. 

The CHarrMaN. Mr. Lishman, is it necesary to have an answer to the 
question that you just started in order to continue the questions which 
you intend to ask, which you would like to pursue in connection with 
this investigation ? 

Mr. LisHMAn. Yes, it is. 

The Cuarrman. Was that for the purpose of developing the facts 
leading to the matters before the Securities and Exchange Commis- 
sion ¢ 

Mr. Lisuman. Yes. 

The CHarrman. In which the company referred to was involved? 

Mr. LisHMAN. Yes. 

The Cuarrman. The committee will adjourn until 10 o’clock in the 
morning in this same room. 

(Whereupon, at 4:17 p.m., the committee adjourned, to be recon- 
vened at 10 a.m., Friday, July 11, 1958.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


FRIDAY, JULY 11, 1958 


Howuse oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 


Washington, D.C. 


The special subcommittee met, pursuant to recess, at 10:30 a.m. in 
the caucus room, Old House Office Building, Hon. Oren Harris 
(chairman of the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack, Flynt, Moss, 
O’Hara, Hale, Bennett. 

Also present : Robert W. Lishman, counsel to the subcommittee; 
Stuart C. Ross, committee consultant; Francis X. McLaughlin, sub- 
committee attorney; and Herman C. Beasley, subcommittee clerk. 

The Cuarrman. The committee will come to order. 

The Chair would like to state at the outset we have a rather large 
audience here this morning, and we would appreciate very much the 
cooperation of those who are here in order that we can hear well 
and in order that we can maintain the proper decorum in this investi- 
gation. 

Again I do want to caution the officers—and thank them also for 
their cooperation—that people who gather around the door, in a 
large crowd around the door, do bring about confusion which inter- 
feres with the committee procedure, and we would like to ask the 
cooperation of those who might, as they have in the past, congregate 
around the door. 

The Special Subcommittee on Legislative Oversight of the House 
Committee on Interstate and Foreign Commerce has met this morning 
for the purpose of continuing hearings and taking testimony to assist 
the committee in its responsibilities in considering legislation under 
the jurisdiction of the committee and for the purpose of determining 
if the regulatory agencies of the Federal Government under the com- 
mittee’s jurisdiction are carrying out the laws as the Congress 
intended. 

The witness this morning to continue the testimony for these pur- 

oses of legislation and consideration of legislation by the committee 
is Mr. Bernard Goldfine. 

Mr. Goldfine, will you be sworn / 

Do you solemnly swear the testimony that you give to this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 
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TESTIMONY OF BERNARD GOLDFINE, NEWTON CENTER, MASS, 
ACCOMPANIED BY ROGER ROBB AND WILLIAM A. PORTER, 
ATTORNEYS AT LAW, WASHINGTON, D.C.; SAMUEL P. SEARS AND | rele 





LAWRENCE R. COHEN, ATTORNEYS AT LAW, BOSTON, MASS. Ge 
+ to 
Mr. Go.pFIng. Yes, sir. | jusi 
The CHarRMAN. You may be seated. leg’ 
Your name is Mr. Bernard Goldfine ? con 
Mr. GoupFINnE. Yes, sir. : 7 
The CHarrman. And your address or residence is Boston, Mass? | Mr 
Mr. Gouprine. 72 Beacon Street, Chestnut Hill, Mass. ) 
The CHarrMAN. Your temporary address now in Washington isthe | 195 
Statler Hotel ? | ans 
Mr. GoLpFine. Yes, sir. the 
The CHarrMan. You were served with a subpena this morning,| che 
were you not? Do 
Mr. Goupr1ne. Yes, sir; I was. me 


The CHarrman. Let the copy of the subpena be included in the | _ file 
record at this point, noting the return of the subpena, served by the an 


proper officer. eac 
(The document referred to follows:) J 
sailed tin 
riginal } ma 
By AUTHORITY OF THE HOUSE OF REPRESENTATIVES OF THE CONGRESS OF THE ] 
UNITED STATES OF AMERICA t, 
sta 
To U.S. MARSHAL, ’ I 
Fourth and Constitution Avenue NW., Washington, D.C.: pai 
You are hereby commanded to summon Bernard Goldfine, (temporary address) q 
Statler Hotel, 16th and K Streets NW., Washington, D.C., to be and appear be. 
fore the Special Subcommittee on Legislative Oversight (vested under authority Bo 
of H. Res. 99, 85th Cong.) of the Interstate and Foreign Commerce Committee Co 
of the House of Representatives of the United States, of which committee and vy, 
subcommittee Hon. Oren Harris, Member of Congress, is chairman, in room inc 
362, Old House Office Building, in the city of Washington, on July 11, 1958, at : 
the hour of 10 a.m., then and thereto testify touching matters of inquiry com- pe. 
mitted to said subcommittee; and he is not to depart without leave of said the 
subcommittee. to 
Herein fail not, and make return of this summons. ’ 


Witness my hand and the seal of the House of Representatives of the United | 
States, at the city of Washington, this 10th day of July 1958. 


OREN Harris, Chairman. 
RALPH R. Roserts, Clerk. 
[SEAL } 
Served Bernard Goldfine personally, July 11, 1958. 
CARLTON G. BEALL, 
° U.S. Marshal. 
By Joun L. SULLIVAN, 
Deputy U.S. Marshal. 


The CHarRMAN. You are the same Mr. Bernard Goldfine who has 
testified heretofore ? 

Mr. Gotprine. Yes, sir. 

The CHarrMan. Of course, you understand I ask that question for 
the en of the record, Mr. Goldfine, and not to be impertinent 
at all. 

Mr. Go.prine. Yes, Mr. Chairman. 
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The Cuairman. The Chair feels that it is necessary, for the record 
also, to make a statement at this point, a statement concerning the 
relevancy and the pertinency of the questions propounded to Mr. 
Goldfine by the counsel and members of this committee, and questions 
to be propounded in connection with this investigation for the purpose 
just stated, and that is to assist the committee in its consideration of 
legislation under its jurisdiction and laws to be passed on by the 
committee. : 

This statement is concerning relevancy and pertinency addressed to 
Mr. Bernard Goldfine today, July 11, 1958. 

Mr. Goldfine, at the hearing before the subcommittee on July 10, 
1958, you refused on the grounds of relevancy and pertinency to 
answer a question concerning your knowledge of the cash position of 
the Boston Port Development Co. in 1947, that it was able to issue a 
check for $20,000 to you, one in the same amount to Mr. W. J. Mc- 
Donald and that, according to the report of the Boston Port Develop- 
ment Co.’s auditor, dated March 22, 1956, as of December 31, 1954, 
filed with the SEC, as result of a Federal court order of July 13, 1955, 
and requirements of the SEC, there were no vouchers available for 
each of these $20,000 checks. 

According to your testimony you were in 1946, and at the present 
time, the majority stockholder in the East Boston Co. You are also 
majority stockholder in the controlled subsidiary. 

n your testimony of July 2, 1958, before this subcommittee, you 
stated, and I quote: 

I have never been an officer or director of either of these companies, and I 
paid very little attention to their internal affairs. 

Before propounding to you further questions concerning the East 
Boston Co. and its contectbad subsidiary, Boston Port Development 
Co., I am obliged under the decision of the Supreme Court in Watkins 
v. The United States, to state for the record the subject now under 
inquiry and the manner in which the questions to be Pb 6 t-so are 
pertinent thereto. I am also obliged to explain and describe what 
the topic under inquiry is and the reason why these questions relate 
to it. 

The subjects under inquiry and study by the subcommittee are, 
among other thin 

(a) The Securities Act of 1933, as amended; 

(6) The Securities and Exchange Act of 1934, as amended; 

(c) The rules and regulations issued by said Commission ; 

(d@) The administration and enforcement of the law and regu- 
lations by the Commission ; 

(e) The necessity or desirability of additional or remedial 
legislation for the protection of the public generally and of the 
minority stockholders in particular; 

(f) The necessity or desirabilits of additional or remedial 
legislation to prevent a majority stockholder by means of sub- 
servient or dummy officers and directors from milking a registered 
company and its controlled subsidiary of their income and assets. 

(7) Whether the SEC is administering the statutes in accord- 
ance with the intent of the Congress expressed therein. 
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The subcommittee’s jurisdiction is provided in House Resolutions 
99 and 191, 85th Congress, 1st session. 

Resolution 99 provides in part: 

That effective from January 3, 1957, the Committee on Interstate and Foreign 
Commerce may make investigations and studies into matters within its juris. 
diction, including the following: 

Paragraph (13). “The administration and enforcement by departments and 
agencies of the Government of provisions of law relating to subjects which are 
within the jurisdiction of such committee: Provided, That the committee shall 
not undertake any investigation of any subject which is being investigated by 
any other standing committee of the House. 

“For the purposes of such investigations and studies the committee, or any 
subcommittee thereof, may sit and act during the present Congress at such 
times and places within or outside the United States, whether the House is in 
session, has recessed, or has adjourned, to hold such hearings, and to require, 
by subpena or otherwise, the attendance and testimony of such witnesses and 
the production of such books, records, correspondence, memorandums, papers, 
and documents, as it deems necessary. Subpenas may be issued under the signa- 
ture of the chairman of the committee or any member of the committee desig. 
nated by him, and may be served by any person designated by such chairman or 
member. 

“The committee may report to the House at any time during the present Con- 
gress the results of any investigation or study made under authority of this 
resolution, together with such recommendations as it deems appropriate. Any 
such report shall be filed with the Clerk if the House is not in session.” 


I should also like to read into the record paragraph 4 of resolution 
99 wherein the committee’s work—duties and responsibilities are to 
include inquiry into the— 

Adequacy of the protection to investors afforded by this disclosure and regu- 
latory provisions of the various securities acts. 

The subcommittee and its staff have been and are presently inquir- 
ing into and studying the matters referred to in the foregoing para- 
graph, subsections (a) to (g) inclusive. The questions to be pro- 
pounded to you are to obtain information required to enable the sub- 
committee to perform its statutory duties and responsibilities. The 
purpose of the questions is to elicit answers which will disclose any 
inadequacies in the securities acts, whether investors are now ade- 
quately protected by the disclosure and regulatory provisions of these 
acts, ial assist the subcommittee in presenting recommendations to 
Congress concerning additional legislation. 

There is a pattern of unscrupulous majority stockholder exploita- 
tion of the Rast Boston Co. and its controlled subsidiary, Boston 
Port Development Co., which requires exposure in order to enable 
the subcommittee to fulfill its statutory purposes and duties. 

The questions to be propounded to you, Mr. Goldfine, are not for 
the purpose of interfering with the legitimate internal management 
affairs of Boston Port Development Co. The questions are for the 
purpose of ascertaining the nature and extent of certain evils which 
may very well require remedial legislation to protect the public in- 
terest. 

The subcommittee is in possession of data showing derelictions by 
you, Mr. Goldfine, as majority stockholder in the East Boston Co. and 
its controlled subsidiary, Boston Port Development Co., which have 
not been reached by Securities and Exchange Commission or have not 
been adequately dealt with by the Commission. The questions to be 
propounded to you will be based upon data in the possession of the 
subcommittee pertaining to the following matters: 
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(1) Defiance of the SEC for a period of 8 years by refusing to file 
10-K reports for East Boston Co. and its subsidiary. Compliance 
resulted from an order of a Federal court. East Boston was fined 
$3,000. The court emphasized that if the company failed to file 
future reports as required, much rougher penalties would result. 

(2) Directors pie officers of both of these companies were em- 
loyees of other Bernard Goldfine companies; the treasurer of Boston 
ort, Miss Paperman, has testified before this subcommittee that she 

has been in his employ for 17 years and that, in effect, did only the 
bidding of Bernard Goldfine, “as he is the largest stockholder.” 
This witness was aptly characterized in Boston by a member of this 
subcommittee as a witness “with a very convenient memory.” 

Testimony before this subcommittee shows clearly that officers 
and directors of both companies are Goldfine puppets. The interests 
of minority stockholders were ignored. 

(3) Annual meetings of stockholders of either company have not 
been held during the past 10 years, nor were annual reports sent to 
stockholders. 

(4) During the 8-year period 1948-56 Mr. Goldfine was the only 
stockholder who had knowledge of East Boston’s activities; in fact, 
directed them. He owned or controlled 106,670 shares, or 71 per- 
cent of its 150,000 shares of outstanding stock. His ownership of 
publicly held stock of its subsidiary—7,120 shares—was 79 percent 
or 5,608 shares. In a single transaction, whereby, without obtaining 
consent of the administrator of the estate of a former president of 
East Boston, he acquired 1,500 shares of East Boston Co. common, 
2,260 of Boston Port Development Co. common by paying some $35,000 
to a Boston bank for the principal amount and interest thereon of 
notes against which these shares had been pledged as collateral. The 
$35,000 was equivalent to a price of $23.53 per share of East Boston 
Co. stock acquired. It was then quoted on the Boston Stock Exchange 
at 38 cents bid, 80 cents asked—a maximum indicated market value 
of $1,898. However, the real purpose of this transaction was to 
acquire the 2,260 shares of Boston Port Development stock which 
was 32 percent of the 7,120 shares of its stock publicly held and which 
increased Goldfine’s holdings of this stock to 5,608 shares, or 79 
percent thereof. 

A few months later, March 15, 1950, Strathmore Woolen Co., a 
Goldfine company, obtained a loan of $25,000 from a Boston bank and 
pledged the aforesaid stock as collateral. 

(5) In 1949 a $500,000 third mortgage held by Boston Port De- 
velopment Co. on a building purportedly owned by a Goldfine enter- 
prise, Little Building Trust, Inc., and on which accrued interest was 
$67,833, was exchanged for a second mortgage of like amount. The 
$68,000 of accrued interest was written off as uncollectible by Boston 
Port Development, which was equivalent to providing a like amount 
of income to Goldfine’s Little Building Trust. 

(6) A peculiar arrangement whereby an employee—W. R. 
Scudder—was paid $100 a week for which he simultaneously gave 
his note to Boston Port Development for a like amount; at December 
31, 1956, these notes aggregated $34,700. Goldfine testified before 
the SEC in 1956 that there is “quite a lot of money owing to him” 
(Scudder) ; if that be so, an estimate of the amount owing to Scudder 
should have been recorded on Boston Port Development’s books. 
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(7) At January 1, 1956, the assessed value of land owned by Boston 
Port Development was $240,000, carrying value per books $505,000, 
Only Goldfine, as a stockholder, knows the current or potential value 
of this land, which might be the coveted object of his manipulations t¢ 
freeze out minority stockholders. 

(8) The SEC was on notice by a CPA’s report dated March 29, 
1956, filed with the 10-K of East Boston Co., that its accounting 


records were inaccurate and numerous questionable financial practices | 


were cited therein. For example: 

(a) Failure to record proceeds of sale of land. 

(6) Payment to a former president of $8,400 of $10,000 proceeds 
of sale of land, allegedly for expenses and commission; no voucher 
on file. 

(c) Disbursements aggregating over $25,000 by checks drawn to 
the order of “Cash” for which no vouchers were available; such dis- 
bursements were charged as expenses. 

(7d) Payment of $20,000 to Goldfine and a like amount to McDonald, 
a former president of the company, allegedly as commissions; no 
vouchers on file. 

(e) Disbursement of an additional $14,000 by checks payable to 
individuals and companies, for which no vouchers were available. 
Included therein was a check for $1,750 issued to Miss M. Paperman, 
treasurer, charged to “travel expenses.” Miss Paperman testified she 
could not recall the trip or trips for which this money was allegedly 
spent. 

(9) Failure to attempt to collect on notes and accounts receivable 
of stockholders, officers, and employees, most dated 1945-58 and aggre- 
gating $321,000; of these old notes and accounts $104,973 were debts 
of Goldfine. The CPA deemed it necessary to set up a reserve for 
bad debts for all but $15,000 of the aforesaid items; the reserve in- 
cluded the entire amount owned by Goldfine—$104,973. 

It is obvious, furthermore, from the testimony before this subcom- 
mittee that the SEC’s staff has sole discretion as to when the Com- 
missioners are to be informed of delinquencies in filing 10—K reports 
and cases in which it appears stlclndaliaen data has been filed. No 
periodic reports of such delinquencies are required to be submitted 

-to the Commission. This is a major administrative weakness of the 
Commission and does not afford adequate protection to investors. 

It also appears from the testimony that in many important respects 
the Securities and Exchange Commission is not an independent regu- 
latory agency. The testimony shows it has subjected itself in certain 
of its important functions to the will of the executive department. 

Mr. Goldfine, you have voluntarily testified—on July 2, 1958—that 
you paid very little attention to the affairs of these companies. You 
have also voluntarily testified that you told Mr. Adams that the East 
Boston Co. was being given very harsh treatment by the SEC. There 
is testimony in the hearings before the subcommittee that the General 
Counsel of the SEC was thereafter called to the White House where 
he gave an oral report of the SEC proceedings against the East Boston 
Co. There is also evidence that the SEC withdrew a petition for the 
appointment of a receiver for the East Boston Co. Such voluntary 
testimony by you in the context of the facts already of record appears 
to have brought you within the principle stated in Brown vy. U.S. 
(356 U.S. 148, 155), namely, having testified thus far you cannot 
now refuse to permit cross-examination. 
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The line of questions now to be asked you will, if truthfully an- 
swered, show that, contrary to your previous testimony, you paid a 
great deal of attention to the affairs of the two companies; that you 
ran their affairs in complete disregard of anyone except yourself, and 
that you caused to be appropriated company funds to yourself and 
your ‘designees by means of notes and checks for which no vouchers 
are available. The evidence in the record shows that the SEC knew 
or should have known of these facts, yet did nothing effectual about it. 
The effective remedy of receivership it withdrew and instead accepted 
a consent settlement of $3,000 ostensibly commensurate with the ex- 
penses incurred by the United States in prosecuting the East Bos- 
ton Co. The facts already in the record demonstrate the need for 
remedial legislation to insure that the public and investors will be 
afforded reasonably adequate protection in this type of situation. The 
investigatory and enforcement powers of the SEC require expansion. 
The subcommittee and its staff are studying and devising corrective 
legislative proposals for submission to Congress. The answers to the 
questions to be asked of you by exposing the character and scope of 
what has occurred in the case of the East Boston Co. and its controlled 
subsidiary will be of assistance to the subcommittee in formulating 
such legislative proposals. 

Now, Mr. Goldfine, please keep clearly in mind that the purpose 
of the questions now to be asked of you is not interfere with the in- 
ternal management affairs of the two companies, but is instead for the 
purpose of enabling the subcommittee to obtain information necessary 
for the performance of its investigatory and legislative duties and 
responsibilities. 

Mr. Sears. Mr. Chairman, I note you have been reading from what 
would appear to be a mimeographed statement. 

May we have copies / 

The Cuairman. You may have the copy that I have read from. 

Mr. Sears. I suppose some will be available. 

The Cuairman. The committee will be in order 

Mr. Lishman, you may proceed. 

Mr. Lisuman. Mr. Chairman, I would first like to have in the 
record at this point a photost: itic copy of a document filed with the 
Securities and Exchange Commission on March 26, 1956, by the Bos- 
ton Port Development Co. This document is entitled “Boston Port 
Development Co. Adjusted Report as at December 31, 1954.” It is 
signed and certified to by Mr. Benjamin Brown, certified public ac- 
countant, 6 Beacon Street, Boston, Mass., who is the auditor, or was 
the auditor for Boston Port Development Co. at the time of the filing 
of this adjusted report. 

The Cuairman. Was this document obtained from the Securities 
and Exchange Commission ? 

Mr. Lisuman. Yes, sir. And the date of this report is March 22, 
1956, but was made as at December 31, 1954. 

The Cuarrman. Mr. Goldfine, do you want to see the document 
first ? 

Mr. Gouprinr. Thank you. 

(Document handed to the witness. ) 

The CuatrMan. Let it be received for the record. 

(The document follows:) 











BOSTON PORT DEVELOPMENT COMPANY 
ADJUSTED REPORT 


AS AT DECEMBER 31, 195) 


BENJAMIN BROWN 
CERTIFIED PUBLIC ACCOUNTANT 
6 BEACON STREET 


BOSTON MASS 
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Mareh 22, 1956 


Beston Pert Development Company 
1 Court Street 
Boston, Massachusetts 


Gentlemen: 


In accordance with your request, I have examined the beoks 
and reeords and other supperting evidense of your eompany fer the years 
from January 1, 1947 to Desember 31, 1954. 


Unaudited reports for those years were submitted to you pre- 
viously. Attaehed hereto are the following: 


Adjusted Balance Sheet as at December 31, 195). 
Reeoncilement of Operating Deficit. 

Supporting Schedules. 

Comments. (5 Pages). 


The same method of sccounthg was employed by yeur cempany as 
in previous years and in my opinion it is adequate, except fer matters 
referred to in "Comments" attached to this report. 


My examination was made in aecordance with generally aecepted 
auditing standards and aeeerdingly included sush tests of the aecsounting 
records and sueh other auditing procedures as I eonsidered nesessary in 
the oireumstances,. 


A reserve to state "Land and Improvements" at their assessed 
value on January 1, 195, and a corresponding deficit for the same purpose 
have been set upon the books. 


"Cash In Banks" suppetgeee demand deposits at banks listed in 
schedule attaehed plus four \,) Treasurer's eheeks on Pilgrim Trust So. 
The balances were verified directly with the banks as ef statement date. 


There are no known contingent liabilities except those referred 
to in the comments attached to this report. 


Furniture and Fixtures eonsists of miscellaneous items at yeur 
office. @ account has been fully depreciated and is carried in the books 
at one (1) dollar value. 


Capital Stook is non-assessable and sonsists of 15000 shares ef 
authorized common stock at $100. par, of which 14520 are issued. Certi- 
fiecate #12 for 7650 shares is in the name of East Bosten ene but I 
did not see the certificate. The corporation name was originally Bast 
Boston Development Campana The name was changed to Boston Port Develop~ 
ment Company on November 0, 1926 and the authorised stock ehanged frou 
1,500,000 shares of "no par” te 15,000 shares at $100. par en Geppember 6, 


1932. At that time, stock of Boston Port Development Cempany was exchanged 
for stook under the former name at the rate ef one (1) share of cow fer 
one hundred (100) shares of the old. Certificate # ef the old stook 
dated November 6, 1928 for 25,000 shares was issued to William 4. NeDonald. 
This certificate, according to the records, was never converted te « new 
certificate for 250 shares. It sheuld be se sonverted and this would 
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bring the total issued stoek to 14770 shares, However, Certificate #16 

for 100 shares in the name of William J, MeDenald dated Deeember 26, 1933 
was assigned by him on June 2, 193, to ©. B. mall & Sons, Ine. a was 
never transferred on the records and is still listed under the name of 
Williem 4, McDonald; and was bought by the eompany from said gall. Said 
Hall executed a transfer of the sertificate to the company. a eerti- 
ficate for 100 shares plus 230 other shares represents the treasury stock 
of the company which is carried on the books at a total valuation of $1.00. 


The company owns 2666 shares of stock of East Boston Company. 
The ©coond Bank State Street Trust Co., transfer agents for Bast Bosten 
Company, have records indicating that 1,00 shares are in the name of this 
company although the certificate could not be located + | my examination. 
The balance of 1266 shares is ropresented by sixteen (16) different 


certificates in the name of others who endersed them in blank. I examined 
those certificates. 


I hereby eertify that, in my epinion, subject to the above and 
to the "Comments" attached hereto, the attached Adjusted Balance Sheet 
presents fairly in accordance with generally sccepted accounting principles, 
the finanoial sondition of the company on December 31, 195). 


Respectfully submitted, 


? 


een f ciom 


Certified Public Aceountant 
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BOSTON PORT DEVRLOPNGET QOMPANY 
PECRBER 3), 1254 


SQHEDULE 1 
GASH ON HAND & IM BANKS 
Pilgrim Trust So. k 072 


New England Trust Co. 
First National Bank 


Novel, 1947 oad 200 


ie 1947 10 1 000.00 

Mar.25, 1949 1 5 60.00 
Mov. 3, 1949 118353 422.00 2100.00 
Tote £29949 

SGHSDULE 2 
Little Building Trust Ino. = interest 60 000.00 
S, 3, Kresge Company - rent 3 092.66 


Ralph Caruso = rent 


s2kte2 Anak 


#All collected in 1955. 


SCHEDULE 3 
REAL ESTATE 
Land in Bast Boston, Mess. ieee 3A 
Land in Revers, Sasa. Schedule 38 
Total Book Value of Above (see Comments) 643 246.46 


Land & Building at 202-208 Boylston St.,(also 
numbered 42-8 Providence St.) Soston,Mass. 
(see Comments 


Book Cost 226 537-50 
Depreciation (\% on 100000) ~3). 666267 


Met Book Value 194 870.83 


Land & Building at 210-212 Boylston 5t.,Boston,Mass. 
(see Yomments 


Book Cost 50 000.00 
Depreciation (4% on 20000) 


Met Book Value wth 3002.00 





i Ff 


= 
e 





Ei 


a ind 
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BOSTON PORT DEVELOPMENT QOMPARY 
ADJUSTED BALANOR SHRET 


DECEMBER 32,195, 
ASSETS 
Curren’ Assets 
| Cash on Hand & In Banks Sehedule 2 6 299-92 
| Accounts Receivable Schedule 2 63 ‘Lobe 69 642.58 
| Tnvestment ip Seaurities of Parent (see Comments) 
Bast Boston Company - 2666 shares Common k 500.00 
Real Estate (Schedule 3) 880 417629 
Reserve to state Land & Improvements 
at assessed value on January 1, 195) 302 617229 
Assessed Value January }, 195b 577 800.00 
Purniture & Pixtures (see Comments) 1.00 
Mortgage Receivable (see Comments) (Schedule \) 500 000.00 
Due from Bernard Goldfine (Prinoipal amity Holder) 104 973027 
(Schedule é} 
Other Notes & Loans Receivable Schedule 6 187 750.00 
Other Acoounts Receivable Sehedule 7 
ag - Reserve for Bad Debts (Sehedule 8) 305 68h.h6 15 500.00 
Due from Perent - East Boston Company 13 905-65 
Prepaid Insurance 
Tote) Assets dedisfhdahd 
Current Liabilities 
Accounts Payable (Sehedule 9) 13 091.47 
Loans Payable-Northfield Mills Inc. 120 000.00 
Notes Payable jaaeeds 10) 12k 285.60 
Real Estate Taxes (inoluding int.) (Sehedule anf 138 899.86 
Mortgages Payable (Sehedule 12 249.000.9090 
Total Lisbilities 636 276.93 
Capitel 
Capital Stook-15000 shares Common at #100. par 1 500 000.00 
Less - 330 shares in Treasury 
Capital Surplus 5 890 162.05 
Deficit from Operations (Schedule 13) © 538 571027 


Yefioit arising from creation of reserve to 
| state Land & Improvements at assessed 


value on January l, 1954 302 617222 — 5hS 97209 
Total Lisbilities & capital ded Gaal alie, 








BEAL BSTAZE I BAST BOSTON, Mads. 


Falcon Street 

Paleon Street 
*Condor Street 

Ashley Street 

Shawsheen Road 
Gladstone Street-Lot 63 
Montmorenci Avenue 
Waldemar Avenue-Lot 50 
Waldemar Avenue-Lot 18 
Waldemar Avenue-Lot 1 
Weldemar Avenue-Lot 53 
Waldemar Avenue-Lot 52 
Waldemar Avenue-Lot 55 
Waldemar Avenue-Lot 56 
Waldemar Avenue-Lot 68 & 69 
*Condor Street-N.#.Corner 
Prankfort Street-Lot 303 
Neptune Road-Lot 352 
*Saratoga Street-Lot 2 
*Leverett Street 

Swan Avenue-Lot 2 

Swan Avenue-Lot 

Swan Avenue~-Lot 4 

Swan Avenue-Lot 

Leverett “treet-Lot 7 
Lawn Avenue-Lot 9 

Lawn Avenue=-Lot 10 

Lawn Avenue-Lot 11 
*t Chelsea Creek at Belle Isle 
Trident Crossing 
Everett Street N.&.S. 
Webster treet 5.5. 
Webster Street 4.x. 
Palcon Street-Lot 21 
Everett Street-SeW. 


Totals 


#In tax title. 


##Under water. 
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SCHEDULE 3A 





p< 
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BOSTON PORT DEVELOPMENT COMPANY 
SCHEDULE 35 


RbAL ESTATE IN REVERE, MASS. 


ABA ASSESSMENT 
Sunnyside Avenue 313632 4000. 
350 Crystal Avenue 5000 150. 
i 5000 150. 
352-4 . 15000 350. 
355-9 ‘ 28646 900. 
360 5868 350. 
3} Pearl Avenue 5514 600. 
15 - . 5000 o. 
166 =" : 9605 50. 
167 * : 9562 850. 

4 Bradstreet Avenue 1995 300. 

- 2 . SuAS 700. 

6 * ° 4.654 600. 

. 85h 600. 
348 Crystal Avenue 10000 1200. 
396 Sunnyside Avenue 7500 1100. 
168 Pearl Avenue 10060 850. 
170 * - 10816 850. 
—_— ™ . 000 600. 
ao” m 976 650. 
145-161 Washburn Avenue 95275 O00. 
Beachmont Avenue 25560 s 

Totels 589.366 22309- 
SUMMARY OF LAND ACCOUNT 
Area App te OME 
Real Bstate-East Soston,iiass. 9186564 262500.00 
Real Estate-Revere, Mass. 589366 ~20300.90 
Totals 2013939 aozsoo.ge 


Value per books Ou 3ekb nb 
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BOSTON PORT DEVELOPMEST COMPANY 


SCHEDULES Hotes 
DECEMBER 3), 1224 | 
In 1 
Sehecule & 
Mertgace Receivable (see Comments) 


This is a second mortgage on real estate known as “The 
Little Building” located at 76-4 Boylston Street and 195-215 
Tremont Street, Boston, Mass. in the prineipal amount of $500000. 
The note and mortgage were signed by Little Building Trust Ino. 
on December 22, 1949 with interest at 4% per annum, payable semi~ 
annually, the whole balance to be paid in or within one (1) year. 
The original mortgage for #500000. was dated July 30, 1946. At 
that time the eorporation advanced $5000. and received a mortgage 
for $500000., the difference representing a bonus of $55000. ‘The 
original mortgage was a third mortgage and the present mertgage is 
@ second. The original mortgage was cancelled at the time the pre- 
sent mortgage was put on record. 


15" 
tre 


me 
= 
oo — 


{ 


The present second mortgage was assigned to Morris Goldfine 
on January 19, 1950 as security for loan of $103000. with interest at Not 


6% per annum and due July B, 1950. This loan has not been paid. (see 
Comments). 


There is a first mortgage on the greversy for one million 
(1000000) dollars given by Little Building Trust Ine. to Mutual Life 
Insurance Company on December 22, 1949. 


Balance of Mortgage 220..000.00 
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” BoSTOM PORT DEVELOPMENT COMPANY 
SCHEDULE 5 
Due from Bernard Goldfine (Principal Bquity Holder) 


Notes “eceivable of Bernard Goldfine - without interest - payable on demand 


DATED AMOUNT 
In 1945 July 2h 5 000. 
_ July 27 1 500. 
August 17 2 000. 
September 22 2 500. 
Qotober 17 1 500. 
November 6 1 500. 
November 21 1 000. 
In 1946 Mey 13 5 000. 
June 20 15 000. 
Osatober 4 2 500. 
October 19 2 500. 
November 12 000. 
December 6 2 000. 
In 19409 June 22 3.7506 
Total tle" 
Notes “ecelvable of Dernard Voldfine - with interest at 56 - payable on 
demand. 
All dated in 19'47 
January 1: 3 7506 
February x 5 000. 
“eroh 16 1 500.6 
April 12 500. 
“ay 9 3 7506 
“ay 9 5S 000. 
November 14 2 500. 
Total 22 009. 
ouwumary 
Notes Receivable - without interest 57 750.00 
Notes Receivable - with interest 22 000.00 
Accounts Receivable 25 223,27 


Total 124. 273227 


32090 O—59—pt. 1l1——-23 








BOSTON FORT DEVEMOPMEET QOMPANY 
Fado ih 
Other Hotes & lesms Resaivabie 
Notes Basaivable - witheut interest - payebe en demand 
Date dbz i 
Jeremiah &- Genners 
& January a 1 6 000.00 
February 15, 7 000.00 
December 22, 1947 
Semue) W- Ghase 
= May 13, igi 10 000.00 
December 6, 1947 1.000200 
Chase Brothers 
Nevember 2, 1943 9 000.00 
January 6, 5 000.00 
July 2 200.00 
August 30, 194) 000.00 
May 11, 1945 
Weae et 
note is fer QO. and they are dated 
eppreximately ene (1) week apart: 
May 15, 1950 to Deeember 29, 1950 35 netes 3 500.00 
Jan. 5, 1951 to Deeember 25, 1951 52 notes 5 200.00 
Jan. 3, 1952 to Deeember 2), 1952 52 netes 5 200.00 
Jan. R 1953 to December 31, 1953 52 notes 5 200.00 
Jan. 5, 1954 to December 31, 19 52 netes 22002990 
Willian ge : 
- pate Jul 5 000.00 
July 1 500.00 
August 17 2 000.00 
September 22 2 500.00 
Ostober 1 1 500,00 
November 1 500.00 
Movember 21 1 000.00 
Ab tas May 13 10 000,00 
June 28 15 000,00 
Ostober 2 500.00 
Ostober 19 2 500.00 
a April 12 500.00 
November 1 2 500.00 
a“ June 22 3.759.909 
Willi J. - bl 
shbddon 2+ Habanahé © Wil inpategs.a8 SE - nares go, genand 
December 6, 1946 2 000.00 
January 15, 1947 3 750,00 
eee 1l, 1947 000.00 
Mareh 15, 1947 1 500.00 
May 9, 1947 5 000.00 
May 9, 1947 
Jeremiah 3- Cennors 
Loan Reeeivable January 15, 1947 5 000.00 
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Zeke, 


30 500.00 


13 000.00 


30 200.00 


24 300.00 


51 750.00 


33 000.00 


5 000.00 
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BOSTON PORE DEVELOPMENT OOMPANY 
SCHEDULE 6 (continued) 
Summary of "Qther Motes © Loans Reseivable” 

0 Jeremiah S. Connors = without’ interest 30 500.00 
| Samuel *. Chase - without interest 13 000.00 
Chase Brothers - without interest 30 200.00 

0 Winthrop Re Seudder = without interest 24, 300.00 

William J, MeDonald = without interest 51 750.00 
Williem J. MoDonald = with interest 33 000.00 
Loan Receivabhe =~ Jeremiah 8. Connors 5.00000 
- coisa a7 150402 
é 
4 
0 
SCHEDULE 7 


Other Accounts Receivable 


William J. MoDonald - 


Little Building Trust 


interest & miscellaneous 12 961.19 
Ino.-interest (pd. 1/14/56) 45..500.00 
Total 28 behsls 
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The reserve is computed on the fellewing items! (see explanation beley) 
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ROOTON DART RAUALONIONT OMAN 
sompyia § 
RESERVE OR BAD DBTE 





1) Dee from Bernard Geldfine ~ netes & interest es P1308? 
2) Jeremiah 8, Conners - notes 3 200 
Jeremiah 5S, Conners <- lean 5 000.00 
Semel ¥, se = netes 13 000.00 
Ghase Brethers < netes 30 200.00 
6) Winthrep R. Seudder - netes 24 300.00 
7) Willdem J, McDonald ~ notes (witheut interest) 51 750.00 
7) Williem J, MeDonald ~- notes (with interest) 33 000.00 
7) Williem J. MeDenald =~ tmterest & mise, 
Foxe), aoe ieals 
(1) (a) Meme of the notes are witnessed and they are all over 
six (6) years eld. 
bd) This account ineludes interest on interest bearing netes, 
0) Me payment has ever been made on account of principal or 
interest. 
(4) These may be unsellestidle beeause of the statute of 
limitations. 
(2) Bxplanation in (1) (a) and (ce) and (4) above applies. 
(3) This loan is ever six (6) years old anc, my epinien, is i 
uneelleetible beeause of the statute of limitetions. 
(4) Bxplenation in (1) (a) and (c) and (4) above applies. 
(S) Bxplenation in (1) (a) and (e) and (4) above applies. 
(6) None of these notes ere outlawed. However, due te the fact 


(7) 


that Spare are 243 notes of $100. eaeh, coped approximately 
one (1) week apart, extending over a tive (5) year peried, I a 
of opinion that they are probably unsollectible, I have no 
definite information to this effect. However, (A) the transac 
tions are extremely unusual, and (B) the liability was not 
edmitted in response to verifieation letter. 


Williem 7. MoPonald died on August 2, 1948. Mo inventory has 
been filed in the Probate Seurt preseedings - Suffelk County, 
Mass. #344599. Bend was allewed in amount ef §20000. on 
December 16, 1948. It has generally been sonsidered that the 
estate is insolvent. MJNe sult has been broggot within the re 
quided statutory peried and these items may be uneelleetible 
beeause of the statute ef limitations. 
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BOSTON PORT DEVELOPMENT COMPANY 
SOHRDULE 9 
ACCOUNTS PAYABLE 


Markel, %ohnee & Co, 


2 

Benjamin Brown 5 000.00 
Lew) Comm. of Mass. (Excise Tax - Bat.) 1 ees 

Estate of “orris Goldfine - Interest 2 832.50 
? Pilgrim Trust Co. - Interest 1 830.01 
) Mass. Vnemployment Tax 23-76 
) Federal Old Age Tax 35420 
: Federal “ithholding Tax eee 2.20 
‘ 
Tota, hed RDdatlhl 
) 
L 
}O8, 
or 

SCHEDULE }0 
NOTES PAYABLE 
Estate of Morris YVoldfine - 

Dated January 19, 1950; due Yuly 19, 19503 

interest at 6% per annumj seoured by assign- 

ment of second mortgage of #500000. on “ittle 

Building 103 000.00 

Pilgrim Trust Co. = 
I Dated November 16, 1954; due January 10,1955; 
« interest at S» per annumj without seourity 20 000.00 

_— C. Sumner Teele - 

Balance due for insurance premiums on 5 year 

policy; payable at National Shawnut Bank of 
as Bostonj without interest. 
iD Due January 24, 1955 642.50 

#Due January 24, 1956 ’ wn £990.00 
he 


Tote) dead 8 
‘ 
*#Considered as current liability even 


though due thirteen (13) months from 
December 31, 1954. 
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BOSTOM PORT DEVELOPMENT COMPANY 
SOHEDVLE 1) 
Unpaid Res) Estate Taxes (Including Interest) 
City of Boston, Mass. 133 789.66 
City of Revere, Mass. mh 200 


Tate AG 820.t4 


Bala: 
Add 
ad 
no 
Ad 
no 
Be 
Ad 
A 
Lj 
A 
C} 
It 
SOMEDULE 12 Les 
P 
ene eee 
Opem mortgage dated Desember 22, 1947 for $225000. 3 


held by Pilgrim Trust Oo. as et for 

current loan with interest at 5% per annus 

covering part ef land in Bast Bosten, Mase. 

(see Comments) Preagat Balance 115 000.00 


Open mortgage dated January 23, 1947 for $150000. 
held by Pilgrim Trust Jo. as sequrity for 
eurrent loan with interest at per annun 
eovering 202-8 Beylston 5t., Besten, Mass. 
(see Comments) Present Balance 125..000.00 


Take Aa 
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BOSTON PORT DEVELOPMENT COMPANY 
SCHEDULE 13 
Reconoilement of Defieis from Operations 
Balance per previous statement as of December 31, 195 6 100 129.67 
aad 
Adjustment of interest charges on 
notes ef william J. MoDonald 22 041.00 
Adjustment of interest charges on 
notes of Bernard Goldfine 5 304.58 
Benjamin Brown - accounting services 200 
Adjustment of Pirst National Bank Acct. 14.00 
Adjustment of interest on mortgage of 
Little Building Trust Ine. 67 833-3h 
Adjustment of unpaid Real Estate Taxes - 
City of Boston, Mass. 18 029 
Items included 4n Reserve for Bad Debts te 55 67 
6 S43 675-34 
Less 
Adjustment of interest due Estate of 
Morris Goldfine ae 
Adjustaent of rent from 3. 3. Kresge So. 173-6 
Adjustment of unpaid Beal Estate Taxes - 
City of Revere, Mass. 762269 —— See 07 


Adjusted Balance, Deoenber 3k, 15h £535. 57hd2 
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ROeTON IORT DRUALAMEET 2OTANX 
Semante te Adjusted Benaxs a4 af Renamer 1 19% 


These comments refer te examination ef the beeks and reserds 
ef the company for the years 1947 te 1954 inslusive. 


All the Notes Reeeivable have been examined. 
Verifieation letters were sent to those deemed necessary. 
Vouehers were examined where sonsidered necessary. 


8. 3. Kresge Company is tenant ef the first fleer ef the buil 
at 202-208 Boylsten Street, Besten, Mass. under « lease expiring January 
1957 with rent ef 5% on sales without nteed minimum, The fl 

the building have always been veeant. “es pays rent menthly. Although 
rent was Pee@iwed during each of the twelve (12) months in 1948, the reperts 
ef sales fer the first three (3) menths of 1948 were not available. 





Prom August, 1948 to Deeember, 1949, monies reeeived by the sompany ~~ 
were not depesited in the eerperation bank aeeount. OShetks dram on the oe 
eorperetion bank acseounts require signatures of the President and also the en 
Treasurer. William J. MeDonald, the fermer President, died in August, 1948 60 
and a new President was not eleeted until Desember 20, 1949. In the interia, Th 
eheeks received were cashed at the Pilgrim Trust Ce. from time to time and to 
then Treasurer's checks were obtained with the eash. Cash so obtained was an 
recorded on the books as "Cash on Mand" and the Treasurer's checks paid 
were eredited to the same-aceount. - - 

oh 

Maurice Ine., a retail milliner, was tenant of first floor of the wr 
building at 210-212 Boylston Street, Bosten, Mass. under a lease with a 
guarenteed minimum rental of $7500. per year. Rent was payable nonthly 
based on 7% of sales and at the end of each year, the tenant would pay enough a 
additional rent to equal $7500. for the year. Tenant never reported volume J 
of sales whieh would entitle the eompany to rental in exeess of $7500. tl 
upper floors of the building have always been vacant. Although rent was a 
received for eaeh ef the ees a months in 1945, reports of sales for f 
the first five (5) months of 1 are not available. Maurice Inc. vaeated 
the premises and they were then rented to Boston Galleries, a gift and antique + 
shop, as tenant at will at $625. per menth from September 1, 1952 to the 
present time. 

. t 

Weekly cheeks were paid fe three (3) individuals, each ehgek in 
the amount of poorentnabels £28%y 50) dollars and were eharged to “Legal 
& professional” expense. e individuals are James lL. Clapp, James-.c. Dey t 
and Domeniek Dileo. Such payments were made regularly for several years. 0 

Invoices eharged to William 4, MeDonald by the following were paid 
by the sompany and eharged as sorporation expense! ¥ 

‘ 
Beston Chamber of Commerce ' 
Boston Real Estate Board 


Bell Spring Water Ce, 
NH. Ke telephone Co. 
Medern Blue Print So, 
Bosten Herald Traveler Corp. ) 
Raymend Concrete Pile Co. 

M, @. Foster Eleet&to Ce. 

Pairehild Aerial Survey Co. 

Massachusetts Real Estate Association 

Py. 3. & Pe. He Burt 

Henry L. Welfers Inc. 

3. 5. Pieree Co. 
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Journal entry on page 27 dated Desember 31, resites that 
We Jo MeDonald paid #3533018 fer dusgat & er eM py Poe by eash 
whieh was ebtained by eashing three (3) rent sheeks received in May, June 
and July 1946 from 8, 8, Kresge Company. ‘Those rent cheeks to exact 
amount of the expense eharge. There are ne vouchers to suppor s eharge. 


At the time my unaudited reports were prepared for the years 1947 
through 195, the ineome of each year was increased by an aserual of interest 
at 5% per annum on the entire balance due en Notes from Bernard Goldfine and 
William J, MeDonald. A later examination of the notes diselosed that some 
were and others were not interest bearing, Those interest charges have 


now been adjusted and the adjusted amounts due from each ef them are reflested 
in the Adjusted Balance Sheet, 


charged to "Travelling" expense and credited to "Sash on Hand". There is no 
voucher to support this payment. 


Entry in Journal page 33 dated Desenbey 31, 1949 for $5000. was 

Entry in Cougenl pogo 33 dated December 31, 1949 reeites that 
5300. was paid to W. J. MoYonald by Treasurer's check which check was dated 
eceaber 23, 1947. This amount was sharged to."Trevelling” expense in the 
year 1949 and there are no supporting vouchers for this item of expense. 


Entry in Journal page 33 reeites that land was sold to Maverick 
Mills for $9000.; of which amount $600. was paid to Winthrop R. Seudder for 
commission. There is a voucher signed by Winthrop R, Seudder for the 
commission, The balance of $3400. was charged te "Commissions Paid". The 
7 recites that the $6),00. was paid to Ww. J, MeDonald for expenses and 
° ssions, but there are no voushers to explain the detail ef this expense. 
The entry was dated December 31, 1 but memos indieate the money was paid 
to the corporation on January 12, 1948. Actually, this sale was for $10000. 
and the first payment of $1000. was deposited in the corporation bank sesount. 


On Deeember 2» 1949, per Journal entry page 34, eash was paid and 
eharged to Travelling” in the amount of $968.07. There is no explenation te 
whom the money was paid and there are no vouchers to substantiate this expense. 


We Je MoVonald was charged with 9921.65 by Journal entry page 36 
dated Yecember 31, 1949 and balance due on mortgage, plus interest, fren 
J. J. Collins was eredited on the books for a like amount. Entry recites 
that the money was paid cireet to Mr. MeDonald. This ameunt was not 
deposited in the cerporation bank account. 


On February 8, 1950 check to Parker House, a Boston hotel, for 
$910.95 was eharged to company expense. The invoice was billed to the sompany. 


In 1950 and 1951 six (6) oheoks for a total of $1868.16 were paid 
to Stuart Liquor Co. for invoices which were billea to the company. 


All the cancelled cheeks and bank statements were examined with 


the exception of the Pilgrim Trust Co. statement for Osetober, 1951 which 
could not be located. 


There were iteus of expense paid during the eight (3) year period 
which should have been classified in expense ascounts other than those to 
which the payments were actually charged. However, they were not reelassified 
because to do so would not affect the final result. For example, payments 
for repairs, charity, water, etc. and sowe payments for insurance were charged 
to "Offiee ense" and were not reclassified. 


Small amounts paid in 1953 and 1954 to Samel Chase were charged 
to "Office Expense" and there are no vouchers to support these payments, 
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Surplus was charged with $67833.3) and the Aceeunts Reseivable 
due from Little Building Trust Inc. was eredited with a similar amount. 

On December 22, 1949 the eriginal mortgagb for $5 e was discharged en 
the record and e new note and mortgage issued for $500000. on the same day, 
It is my opinion that interest acerued to December 22, 1949 on the eriginal 
mortgage was waived when the new mortgage and note were asecepted. 


Purehase and sale agreement for real estate at 202-208 Beylston 
Street, Beston, Mass, dated June 5, 1946 stated that property was te be 
bought by Derothy Barnett, a straw, for e The di eetors: voted to 
aceept $35000. from Boston Safe Deposit & Trust Co. in settlement of clains 
oueeee’ the former tenant ef this property. This would reduce the sost te 
$205000. There is no record of the receipt of the $35000. but $227500. net 
was paid fer the res) estate, secordi to the records. This was reduced, 
by adjustments, to $226537.50. Cheek 1096 dated January 2), 1947 for 
$7500. was made payable to Pilgrim Trust So. but was reeorded in the eash 
disbursements book as ae been peid to Myer H. Slobodkin Atty. as part 
payment for real estate at 202-208 Boylston Street, Beston, Mass. 


The recoré at the Suffelk Registry of Deeds indicate that on 
Pebruary 27, 1950 the eorporation gave a deed to the Commonwealth ef 
Massachusetts for three (3) lots of land near Orient Avenue = Bast Sosten, 
The stamps on the deed of $5.50 indieate the sale price was $5000. This 
deed eonfirmed a taking of those lets in 196. I found no reeord of 
eonsideration received by the sorporation for this sale. 


The eriginal real estate assessment for 195, an 202-208 Boylston 
Street, peste, was for $300000. of value but was subsequently reduced by 
abatement to $200000. value. The real estate at 210-212 Boylaton Street, 
Boston was originally assessed in 195) for $130000. and subsequently reduced 
by abatement to « $7500. value. have used the reduced values for all 
pupposes in this report. 


The liability to the City ef Revere for taxes was adjusted to 
$pbiee the amount paid in 1955 in full for all sueh taxes to Desember 31, 


The gorporation has used appraisal valuesas of Mareh 1, 1913 as 
"eost of sales" of land in t Bosten and Revere, Mass. It is difficult to 
apply the remaining lots to speeifie items in the appraisal. It is amg- 
gested that for future sales, the sost shald be determined based on the 
relatien of the assessed values show in this repert against the total value 
ot the land earried on the beeks. It was net possible te determine accurately 

Cost ef land" involved in sales between 1947 and 1954, with ref ep ence te 
sehedule ef appraisal values of Mareh 1, 1913. As a result, the Vest of 
Sales” of such sales of land were estimated. . 

The eorporation ewms portions of two (2) parcels of registered 
land in Bast Boston, Mess. show om Gertificate of Title 616 and shew 
on plan 152594 whieh consists of part ef Let 2 and gene ef hot 3 en said 
plan. There is 641,900 square feet ef land 4p Let 2 and 6,722, square 
feet in Let 3. This land together with four ‘,) pareels ef unregistered 


and in East Besten sonta 51, squafe feet is subjeet to mortgage of 
5900s dated December 22, 1947 given by Bosten Pert Devele t Company to 
y “. Jensen 


@ straw, and assigned by the latter te Prast Ge. on 
Desember 22, 1947. Ray 6. Jehnsom, on Becssher as 


back to Beaten Fert Developmgnt Gempany, subject te the prier assignment te 
Pilgria Trust Ce., whieh pripr aseigetant te /nelé ay Trust Ge. to 
secure @ lean y ef 9175000. present balance ef $115000. There 
are also cuts tex titles sev beth —. lets for 1950 taxes 
in the ameunt ef $6300. om Lot 3. and 70 on Bot 2. 
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The rest of the land owned by the corporation in East Boston 

and Revere, Mass. is wane There are 1,822,395 square feet of said 
land in East Boston and 559,366 square feet of land in Revere, Mass. There 
are tax title takings on two (2) of the lots in East Bosten for 716,27) 

feet of the land for 1950 taxes in the ameunt of $025.50. All the land 

in Revere was in tax title on December 31, 195 but has sinee been released. 
All a on Revere property, including taxes for the year 1954, were paid 
in 1955. 4 


The real estate at 202-208 Boylston Street is also numbered 42-48 
Providenoe Street in Boston, Mass. On December 31, 195k the record sithe 
to same was in the name of Howard 3, Cosgreve, a straw. ‘There were two (2) 
attachments of real estate resorded against Howard s. Sesgreve uhieh are 
still outstanding on the records and are as follows! 


#100000. by Miriam I. Joseph dated Octeber 20, 195) 
#25000. by Thomas Roberts dated August 10, 1955 


Howard 5. Cosgrove, now deceased, was a well known straw and, in my epinion, 
the attachments were made as result ef his obligations with referenee to 
property other than property of this sorporation. The en ere ae was 
conveyed by said Cosgrove by deed dated November 9, 1955 to oo B. Petit, 
another straw, and I have seen a deed signed in blank by said Petit whieh 

is in possession of the sorporation. On January 23, 1947, when title to 

the eo was in the name of Jeremiah S. Connors, as a straw, he executed 
a first mor cage for $150000. te Beston Port Development Company whe assigned 
it to Pilgrim Trust Co. as seeurity for loan of $150000. with present balance 
of $125000. On January 23, 1947, when title was in the name of Doro 

Barnett she executed @ seeond mortgage to Boston Port Develepment Ce. 

the amount of $150000. This mortgage is not earried as an evligation against 
the property because the mortgagee is the equity ewer ef this p erty 

and I assume this is merely a pretestion mortgage. On 4 t 17, 1955 

the City of Beston recorded a tax title te 8 preperty for 1953 taxes in 
the amount ef $12632. 3). 


The real estate at 210-212 Beylsten Street, Boston, Macs. was 
purehased from the Walker Trust en May 14, 1945 fer $50000. Title was 
taken in the name of Jeremiah 3S. Connors, who deeded to Derothy Barnett on 
the same day. ‘She gave a first neates Sup $50000. te ° 
July 23, 1 which was diseharged en record en Mareh 19, 1956 by 
instrument dated and seknowledged en September 11, 1953. duly 23, 1 
Derothy Barnett exeeuted a seeend mortgage on this oa fer $75000. 
Besten Pert Development Co. This mortgage is net earried as an obligatien 
against the property beeause the mortgagee is the equity ewmer ef the 
property and I assume this is ee @ proteetion mortgage. On august 1, 
1947 said Barnett cenveyed to said grove, in whese mame the recerd title 
was on December 31, 19 The twe (2) attachments referred te on the property 


at 202-208 ae Street, Bosten, Mass. are alse asthehpenge saptnee 
property and same comment applies te this pooper ty. Gn ember 9,_1955 
the preperty was conveyed by Cesgreve te Eunice B. Petit, a straw, and I 
have seen deed signed blank by said Petit whieh is in possession of the 
eorperation. On dune 12, 1953 city Besten recorded tax title te this 
property for 1951 taxes in the amount ef $4710. ‘ 


. * Sehedale "A" attached herete, details ehecks Gram te the order 
ef "Gash" and charged to expense. These itens are in additien te matters 
specifically referred te in these "Geuments",. 


In addition te items specifically referred te in these "Semments” 
Schedule "B" attached herete, details cheeks Grau te the evder of specifis 
persens fer-whieh items neo supporting vouchers were evailable. 
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Aceording to records in the Suffolk Registry of Deeds, the 
City of Boston on Mareh 13, 1956 recorded notice of a petition to fareclose 


its tax title on the two (2) parcels on Condor Street, past Boston, Mass. 
See schedule 34. 


Whitman and Howard, Civil Engingers, 89 proad Street, Boston, Mass, 
have prepares & plan dated 1956 entitled "Plan of Lands - Boston and Revere, 
Mass." showing all the properties owned by the corporation which are referred 
to in the schedules and comments hereinbefore referred to. In addition to 
those shown on said plan, Mr. Sdwerd Howard of said Whitman and Howard, is of 
Opinion that the sorporation ewns the fee to approximately 200000 square feet 
of additional land, all under water and loeated in Yhelsea Creek at the 
junction of Old Belle Isle Inlet. None of this land appears on the Assepper;' 
records and is, therefore, not assessed to the sorporation. There is no 
access to this land by foot. Mr. Howard informed me that the land, in any 
event, would be subject to certain easements and rights and is shown on a 
plan filed with the Land Registration Court at Boston, Mass. whieh plan is 
dated February 20, 1932 and was prepared by seid Whitmen and Howard. 


Date 
Apri. 
June 


June 
June 


June 
June 
Dec. 


Dece 
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BOSTON PORT DEVELOPMENT COMPANY 


SCHECULE A 
Gheoks draw to order of "Cash" and sharged to corporation expense. 
No vouches were a ab 
Date reek Mo. Bxpense Charged Amount 
April 4, 1947 1260 Office & General 300.00 
une 20, 1947 1330 Legal & Professional 50.00 
June 21, 1947 1331 Legal & Professional 0.00 
June 23, 1947 1332 Legal ® Professional 900.00 
June 23, 1947 133 Legal & Professional 00.00 
June 23, 197 1334 Legal & Professional 00.00 
June 23, 1947 133 Legal & Professional 500.00 
June 24, 1947 1336 Legal & Professional 500.00 
Dee. 22, 1947 1543 Office Expense 200.00 
March 16, 1948 1653 Commission 2500.00 
Deoe 30, 1949 1996 Taxes-Boston 630.00 
Water 17.50 
Travelling 3352.50 4,000.00 
Peb. 24, 1950 1902 Travelling 2000.00 
April 4, 1950 1930 Travelling 513.89 
April 18, 1950 19 Travelling 750.00 
May 1, 1950 194] Office 115.00 
May 31, 1950 197 Travelling 311.30 
June 23, 1950 120 Travelling 1000.00 
Auge 14, 1950 168 Travelling 101.01 
Auge 23, 1950 179 Travelling 700.00 
Septe 1, 1950 165 Travelling 2000.00 
Oot. 4, 1950 216 Travelling 120.10 
Oet. 10, 1950 219 Travelling 143-56 
Deo. 20, 1950 289 Travelling 500.00 
Jane 23, 1951 321 Travelling 106.65 
Deee 20, 1951 1983 Office 1140.00 
June 6, 1952 63 Office 1250.00 
April 2, 1954 } Orfice 2500.00 
Total 2925151 
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BOSTON PORT DEVELOPMENT COMPANY 
SCHSDULE B 


Other checks charged to corporation expense for which 
, v 


Da ¢) Mos Payable go Expense Charged At 

Dee. 22, 1947 1558 #eJ.MoVonald Couuwissious 20 000.00 
Deo. 22, 1947 1539 Bernard Goldfine Commissions 20 000.00 
Deoe 23, 1947 1551 Lawrence Lowry Legal « prof. 106.00 
Dee. 26, 1947 1552 Pilgrim Trust Co. Legal & Prof. 2 500.00 
Jane. 19, 1943 1531 Robert L. Lee Legal & Prof. 1 000.00 
Jan. 20, 1948 1583 Harry Hq. Ham Legal & Prof. 545-50 
Mey 17, 1946 1702 W.R.Soudder Commissions 150.00 
Dec. 29, 1949 1997 Winthrop R. Soudder ° 5 000.00 
Deo. 29, 1949 2000 Samuel *, Chase : 100.00 
Dec. 30, 1949 ? wW.R,Soudder Office 25.00 
Dec. 16, 1947 1523 “ohn Downing Office 35-00 
Dec. 22, 1947 1545 Samuel FP, Chase Office 50.00 
Jan. 9, 1950 1 EB, H, Jenkins Travelling 250.00 
Jane 9, 1950 1866 M, Paperman Travelling 1 750.00 
Jan. 24, 1950 187 Pilcrin Trust Co. office 1 000.00 
Maroh 14, 1950 1911 Pilgrim Trust Co. Legel & ?rof. 1 000.00 
May 10, 1950 1959 Am. Airlines Travelling 715230 
Dee. 7, 1951 599 Myer 2,3lobod«in Legs} & Prof. 160.00 
Maroh 29, 1952 2109 Brown,Budniek & Freed . ° 30.00 
Oct. 20, 195 655 Charles Jordan Office 78.00 





we 
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BOSTON FORT ORYRLOPMERT couramx 
4 goune ormxsr 
BOSTON, Nass. 


Qin 2k 
Repert fer six senth period ended June 30, 1954 and dume 30, 1955 
hess saé Saroed Surahee Lafermation 
dana 22> 12% ame > 1955 


le Gress tales 175 000.00 § 000.90 
2, Operating Revenues 
fetal 


e e e 
Butreordinary items aene Sees 

t Met Less Before Taxes on Incense (15 000.00) (15 900.00) 

° isi fr 4a nene 

’. es fens. Santi ited sarees (1S 000.00) (15 000.90) 

t: Special Items nese Alta 

9. SBarned °urplus Items Oe Le nee 


BOSTON PORT DEVELOPMENT COMPANY 


Date April 27, 1956 By C ence Tf 
38.8 aR 


BAct BOSTOR GOnPARY 
22 SBAELAND 2THAET 
BOSTON, N4e>- 
Yuba 2k 


Report for six month period ended “eptember 30, 195, amd september 30, 1955 


nae aa arnes Juredus Aaforeation af 
' - 
emhs 12 1954 tend 1 uit 
le Gross -eles . nane 5 eat 
2. Operating “evenues ene _ 
e: Tetal none rane 
« sutreordinary Items nome nene 
5. Met Loss Before Taxes on Ineone (500.00) (500.00) 
6. Provision fer Taxes on Ancome pone aene 
Te Met Loss (500.00) (500.00) 
Oe Special [tens nene dat ay 
Qe harned ourplus Items none ain 


EAST BUSTOM OudPANY i 


Yate April 27, 1956 py_/3/ =e P. Jealous 
es t 
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Mr. Lisoman. Mr. Goldfine, you were sufficiently familiar with 
the internal affairs of Boston Port Development Co. in 1947 to know 
that its cash position would permit the withdrawal by you of $20,000 
in cash, allegedly as commissions, and for a like amount by Mr. W. J. 
McDonald, a director of Boston Port Development Co., for which 
checks in those amounts were issued and for which your CPA reported 
supporting vouchers were not available. Is that correct ? 

Mr. Gotprine. Mr. Lishman, I respectfully decline to answer the 
question because it is not pertinent or relevant to the matters which 
this subcommittee is presently investigating or about which it is 
authorized to inquire. 

Also, it concerns matters which are presently in litigation and under 
judicial consideration. 

Furthermore, it involves the internal affairs of a corporation with 
which this subcommittee is not concerned. 

Mr. Lisuman. Mr. Goldfine, you have had read to you a clear state- 
ment of the purposes and setting forth the jurisdiction of this sub- 
committee and its statutory duties and responsibilities. Do you still 
persist that this question is not relevant and pertinent ? 

(The witness confers with his counsel.) 

Mr. Gotprtne. Yes, sir; I do. 

Mr. Lisoman. Mr. Chairman, I suggest respectfully that this wit- 
ness be directed to answer the question. 

The Cuarrman. Mr. Goldfine, did you testify on July 2— 

I have never been an officer or director of either of these companies and I paid 
very little attention to the internal affairs. 

Mr. Gotprine. I did, Mr. Chairman. 

The Cuarrman. Is that your statement now? 

Mr. Gotprtne. That is correct. 

The Cuartrman. Mr. Goldfine, the Chair must hold—— 

Mr. GotpF1nz. Just 1 minute, please. 

(The witness confers with his counsel. ) 

Mr. Gotprine. The statement that I made was in reference to 10-K 
reports that were not filed. 

The Cuarrman. The statement speaks for itself, Mr. Goldfine. 

Mr. Gotprine. That is right. 

The Cuartrman. The Chair holds that the question propounded by 
the counsel is relevant and pertinent to the investigation in order to 
assist the committee in the consideration of legislation which comes 
under its jurisdiction. Therefore, I direct and order you to answer 
the question, Mr. Goldfine. 

Mr. Govprine. Mr. Chairman, I decline to answer the question for 
the reasons given before. 

Mr. Lisuman. Mr. Goldfine, for what purported services were these 
payments of $20,000 to you and Mr. McDonald made? 

Mr. Gouprtne. I decline to answer that question for the reasons 
given before. 

The CHarrman. Mr. Goldfine, the Chair feels that the question 
just asked is pertinent and relevant in order to assist the committee 
in the consideration of legislation under its jurisdiction, and the pur- 
pose of this investigation. Therefore, I direct and order you to 
answer the question. 

(The witness confers with his counsel. ) 





M 
M: 
state 
you, 
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Mr. Goutprine. Mr. Chairman, I stand on my previous answers. 

Mr. Lisoman. Again I call your attention, Mr. Goldfine, to the 
statement read to you by the chairman of this subcommittee, and ask 
you, in the light of that statement, do you still insist that this ques- 
tion will not be answered by you on the grounds that it is not pertinent 
and relevant ? 

Mr. GoutprIne. Yes, sir, 1 do, Mr. Lishman. 

Mr. LisHmMan. Were these checks authorized by the companies’ 
directors, or did you instruct your puppet officer, Miss Paperman, to 
issue these checks ? 

Mr. Gouprine. I decline to answer that question for the reasons 
given before. 

Mr. Lisoman. Again, Mr. Chairman, I suggest that the question 
is pertinent and relevant and the witness should be directed to answer. 

The CuatrrMan. Mr. Goldfine, for the purposes stated by the coun- 
sel in asking the questions which you have declined to answer, the 
Chair holds that the questions are relevant and pertinent to assist this 
committee in its investigation and in the consideration of legislation 
under its jurisdiction, and, therefore, I direct and order you to answer 
the question. 

Mr. GouipFine. Mr. Chairman, I decline to answer the question for 
the reasons given before. 

Mr. Moss. Mr. Chairman, I do not recall those reasons. I wonder 
if the witness would state them for the benefit of the committee. 

Mr. GotpFine. Mr. Chairman, I respectfully decline to answer the 
question because it is not pertinent or relevant to the matters which 
this subcommittee is presently investigating or about which it is 
authorized to inquire, 

Also it concerns matters which are presently in litigation and under 
judicial consideration. 

Furthermore, it involves the internal affairs of a corporation with 
which this subcommittee is not concerned. 

The CHAiRMAN. You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Goldfine, I hand you a copy of schedule B of 
the report of Benjamin Brown, previously placed in evidence and 
ask you if this is a correct copy of that schedule B, except for the total 
at the bottom in the right-hand corner which was added by a member 
of the staff of this subcommittee ? 

{Handing document to witness. | 

Mr. Conen. Can we see both? 

(Documents handed to Mr. Cohen. ) 

(Witness confers with his counsel, a with Miss Paperman.) 

Mr. LisHMaNn. What is the answer? 

Mr. Gotprine. Would you please ask the question 

Mr. LisHMAN. Read the question, please. 

(Record read. 

Mr. GoLpFing. Yes, sir, it is, Mr. Lishman. 

Mr. Lisoman. And does this schedule show a number of checks 
charged to corporation expense for which no supporting vouchers 
were available ¢ 

Mr. GovpFine. Mr. Lishman, this schedule speaks for itself. 

Mr. LisHmMan. Did you authorize Miss Paperman or any other per- 
son to draw these checks to the persons named in this schedule? 


32090 O—59—pt. 11 24 
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Mr. Gouprtne. I decline to answer that question for the reasons 
given before, Mr. Lishman. 

Mr. LisHMmaAN. I would like to have in the record at this point this 
copy of schedule B, of the Boston Port Development Co. wherein 
it is shown that 20 checks totaling $54,514.80 were charged to corpora- 
tion expense with no supporting vouchers available. 

The CHarrMan. That includes, does it not, from 1947—— 

Mr. LisomMan. December 22, 1947, to October 20, 1954. 

The CHarrMan. Let it be received for the record. 

(Schedule B referred to follows :) 


Boston Port DEVELOPMENT Co. 


ScHEDULE B.—Other checks charged to corporation expense for which no 
supporting vouchers were available 


Date Check Payable to— Expense charged | Amount 








No. | | 

Dec. 22, 1947 1538 | W. J. McDonald------- | Commissions... ---- ---| $20,000. 00 

Bi scniid 1539 | Bernard Goldfine----_- sik state wal  _ ee GeeRas | 20, 000. 00 
Dec. 23, 1947 1551 | Lawrence Lowry- ; Legal and a ; 106. 00 
Dec. 26,1947} 1552] Pilgrim Trust Co. ......_- .do. ; 2, 500. 00 
Jan. 19, 1948 1581 | Robert L. Lee.........---- seasrivesah. b<.' 1, 000. 00 
Jan. 20,1948 1583 | Harry H. Ham.___.. d .do_. 545. 50 
May 17, 1948 1702 | W. R. Scudder........--- _....----| Commissions..........-- “i 150. 00 
Dec. 20,1949 | 1997 | Winthrop R. Scudder..-.............|.....do... , al 5, 000. 00 

Wn ceass | 2000 | Samuel W. Chase..........--- Ll esteMO.. 2 100. 00 
Dec. 30, 1949 (?) ek ds cee kn nants GER cisco 500 25. 0 
Dec. 16, 1947 1523 | John Downing- ------- ee et BS re tk Sabah aa le 35. 00 
Dec. 22, 1947 Bees F Genes FS Cae ssa kw kis nihi pend do... 50.0 
Jan. 9, 1950 UB Pe a). ee eee eee Traveling. - 250. 00 

sesh as 1866 | M. Paperman....._-.._-_- bi aeue Macau ee , ‘ 1, 750. 00 
Jan. 24, 1950 1873 | Pilgrim Trust Co-.--._...---- : {| OS ae oil 1, 000. 00 
Mar. 14, 1950 a eee do ; __...-.---.----| Legal and professional | 1, 000. 00 
May 10, 1950 1959 | Am. Airlines. | Traveling. - ‘ val 715. 30 
Dec. 7, 1951 599 | Myer H. Slobodkin- anita | Legal and professional 160. 00 
Mar. 29, 1952 2109 | Brown, Rudnick & Freed_- ce dgMoesce : 30. 00 
Oct. 20, 1954 655 | Charle3 Jordan... _. pa}. OED noninesnmeetenisenane-t 98. 00 


U.S. Securities and Exchange Commission—Received Mar. 23, 1956—4th mail—Docket, Mail and Files. 


Mr. Lisuman. Now, Mr. Goldfine—— 

The CHarrmMan. Do you want to insist on the answer as to his au- 
thorizing the checks? 

Mr. Lisuman. Yes,sir. I would suggest that the witness be directed 
to answer that question. 

The Cuarrman. Mr. Lishman, do you contend that the question is 
relevant and pertinent to this investigation and to assist the com- 
mittee in consideration of legislation ? 

Mr. Lisuman. Yes, sir. 

The CHarrman. Mr. Goldfine, the Chair rules that the question is 
pertinent and relevant and therefore orders and directs that you 
answer it. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question for 
the reasons given before. 

Mr. Lisuman. Now, Mr. Goldfine, is it not a fact that you were 
sufficiently familiar with the Boston Port Cer Oe internal affairs 
to tap the till in 1945 to 1954 for a total of $104,973 for which you gave 
your personal notes aggregating $79,750 and ow a an open amount of 
$25,223 ? 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Lishman, I decline to answer that question for 
the reasons given before, but that is an insulting question. I never 


tapped any till. 
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Mr. Sears. One moment. I ask the chairman’s indulgence to have 
it noted for the record that Mr. Lishman is not under oath. 

The Cuarrman. Mr. Sears, the Chair appreciates your duties and 
responsibilities as the attorney, but you have been also advised of the 
purpose of your appearance here too and I trust that we will keep in 
mind the rule. 

Mr. Szars. I shall try my best, sir. At the same time, I think cer- 
tain observations should be made. 

The Cuarrman. All right, Mr. Sears. The Chair has called your 
attention to the rule. 

Mr. Lishman, you may proceed. 

Mr. LisomMan. The witness having refused to answer, I suggest 
that he be directed and ordered to answer this question as being 
relevant and pertinent and within the purposes and scope of this sub- 
committee’s jurisdiction. 

Mr. Wiuiams. Mr. Chairman. 

The Cuatrman. Mr. Williams. 

Mr. WittiaMs. May I suggest that the counsel rephrase the ques- 
tion and take out the words “tapped the till,” and insert instead 
“withdraw,” or words to that effect ? 

The Cuarman. The question is, Mr. Goldfine, did you during this 
period of time withdraw the stated amount—— 

Mr. LisHman. $104,973. 

The Cuarrman (Continuing). From the company under consider- 
ation here in connection with the investigation and for which you gave 
a note as has been explained in the question ? 

Mr. Gouprine. Mr. Chairman, I decline to answer that question 
for the reasons given before, and the paper speaks for itself. 

The Cuarrman. Mr. Goldfine, the Chair must rule the question to 
be pertinent and relevant for the purpose of this investigation and to 
assist the committee in consideration of legislation under its jurisdic- 
tion. Therefore, I order and direct you to answer the question. 

Mr. Gotprine. Mr. Chairman, I decline to answer that question for 
the reasons given before. 

The CHatrMAN. You may proceed, Mr. Lishman. 

Mr. LisumMan. Were these cash withdrawals authorized by the Bos- 
ton Port Development Co.’s board of directors, or did you instruct 
Miss Paperman to make the cash advances to you? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question for 
the reasons given before because they are not pertinent or relevant. 

The CuHarrman. Again, Mr. Goldfine, the Chair holds they are 
pertinent and relevant for the purposes stated and therefore again 
orders and directs you to answer the question. 

Mr. Gouiprine. Mr. Chairman, I decline to answer that question 
for the reasons given before. 

Mr. LisomMan. Now, with respect to the notes, Mr. Goldfine, for 
what reason did you and Mr. W. J. McDonald make withdrawals of 
cash in like amounts on the same dates, and I will mention the dates. 
On July 24, 1945, you withdrew $5,000, for which you gave a note. 
Mr. McDonald on the same day withdrew $5,000 for which he gave a 
note. 

On July 27 you withdrew $1,500 for which you gave a note, and on 
the same day Mr. McDonald withdrew $1,500 for which he gave a 
note. 
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On August 17 you withdrew $2,000 and Mr. McDonald on the same 
day withdrew $2,000 for which he geve a note. 

On September 22, you withdrew $2,500 for which you gave a note, 
and Mr. McDonald withdrew $2,5 00 for which he gave a note. 

On October 17, you withdrew $1,500 for which you gave a note, 
and Mr. McDonald withdrew | $1,500 for which he gave a note. 

On November 6, you withdrew $1,500 for which you gave a note, 
and on the same day Mr. McDonald withdrew $1,500 for which he 
gave a note. 

On November 21 you withdrew $1,000 for which you gave a note, 
and Mr. McDonald withdrew $1,000 for which he gave a note. 

And during this period that I have just read from July 24 to 
November 21, 1945, you withdrew $15,000 for which you gave notes, 
and Mr. McDonald during the same period also withdrew $15,000 
for which he gave notes. 

Now, what was the reason for the withdrawal of these like amounts 
on the same dates ? 

Mr. Gorprine. Mr. Lishman, I decline to answer that question 
because they are not pertinent or relevant and for the other reasons I 
have previously stated. 

Mr. Lisuman. Mr. Chairman, I again suggest that the question is 
pertinent and relevant. 

The Cuatrman. In what way, Mr. Lishman, is this pertinent and 
relevant to the investigation ? 

Mr. Bennett. Mr. Chairman. 

Mr. Lisoman. Just a moment. 

If I may give the answer, it will be developed as we go along that 
these and other notes were never collected by the Boston Port Develop- 
ment Co. as an asset and eventually a reserve for bad debts was set 
up against them, and this during a period when the Boston Port De- 
velopment Co. was delinquent in its taxes and was furnishing no re- 
ports of any nature to its stockholders or to the Securities and Ex- 
change Commission. 

The CHarrman. The Chair rules under the circumstances that the 
question is relevant and pertinent and therefore, Mr. Goldfine, directs 
and orders you to answer the question. 

(The witness confers with his counsel.) 

Mr. Gotprine. Mr. Chairman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Bennett. Mr. Chairman. 

The CuarrmMan. Mr. Bennett. 

Mr. Bennett. May I ask a supplementary question / 

The CHarrman. Will you talk a little louder, Mr. Bennett? We 
cannot hear you. 

Mr. Bennetr. May I ask a question on this point, supplementary to 
Mr. Lishman’s last question ? 

The CHarrMan. Yes. 

Mr. Bennetr. On page 22 of your prepared statement, Mr. Gold- 
fine, down about the middle of the page— 

Mr. Sears. Would you pause just a moment / 

All right, sir. 

Mr. Bennett. In speaking of the East Boston Co., you said this: 


Frankly it was so closely held that I am afraid that Mr. McDonald and I got 
to thinking of it as “our” company. 
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Is that the reason you refuse to answer Mr. Lishman on the last ques- 
tion or I mean is that the answer to Mr. Lishman’s question ? 

(The witness confers with his counsel. ) 

Mr. Goiprine. Mr. Bennett, 1 have stated my grounds. 

Mr. Bennerr. Would you be willing to state whether that is the 
answer to Mr. Lishman’s last question / 

(The witness confers with his counsel.) 

Mr. GoupFine. Mr. Bennett, I stand on my answers. 

Mr. Bennetr. You refuse to answer? 

Mr. Goutprine. I do, Mr. Bennett. 

Mr. Bennetr. Mr. Chairman, I ask that he be directed to answer 
that question. 

The Cuarrman. Mr. Goldfine, the Chair feels that the question is 
relevant and pertinent to this investigation to assist the committee in 
the consideration of legislation under its jurisdiction and carrying out 
its responsibilities as directed by the House of Representatives in 
Resolutions 99 and 191, and, therefore, orders and directs you to 
answer the question. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question 
because it is not pertinent or relevant, for the reasons I have pre- 
viously stated. 

The CHarrMAN. Proceed, Mr. Lishman. 

Mr. Lisuman. Now, Mr. Goldfine, we come to withdrawals and 
notes of you and Mr. McDonald in 1946. I will read these with- 
drawals and notes, and, at the conclusion, ask you certain questions 
about them. 

From the report of the Boston Port Development CPA, which is 
already in evidence, it appears that in 1946, on May 13, you with- 
drew $5,000 for which a note - as given to Boston Port Development. 
And on the same day Mr. W. J. Me Donald withdrew $10,000 for which 
he gave a note. On June 2 you withdrew $15,000 for which you 
gave a note, and Mr. McDonald withdrew $15,000 for which he gave 
anote. On October 4 you withdrew $2,500 for which you gave a note, 
and Mr. McDonald on the same day withdrew $2,500 for which he gave 
a note. On October 19 you withdrew $2,500 for which you gave a note, 
and on the same day Mr. McDonald withdrew $2,500 for which he gave 
a note. On November 6 you withdrew $12,000 for which you gave a 
note, and on the same day Mr. McDonald withdrew $12,000 for which 
he gave a note. On December 6 you withdrew $2,000 for which you 
gave a note, and Mr. McDonald withdrew $2,000 for which he gave 
a note. 

During this period, from May 13, 1946, to December 6, 1946, the 
total of the amounts withdrawn by you for which notes were given to 
Boston Port Development Co., appears to be $39,000, and the total 
amount withdrawn for which notes were given by Mr. McDonald dur- 
ing the same period was $44,000. 

I would like to ask were these cash withdrawals authorized by the 
Boston Port Development Co. board of directors, or did you instruct 
Miss Paperman to make the cash advances to you? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question be- 
‘ause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. LisHman. Mr. Chairman, again I suggest the question is rele- 
vant. We have a situation where the dominant stockholder in a com- 
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pany, which is not holding any stockholders’ meeting or submittin 
annual reports to stockholders, finally winds up in complete disregar 
of the Securities and Exchange Commission for a period of years. 

The CHartrman. The Chair feels that the questions are pertinent 
and relevant to assist the committee in its responsibilities, and, there- 
fore, orders and directs you to answer the question, Mr. Goldfine. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question for 
the reasons stated. 

Mr. Lisuman. Again, Mr. Goldfine, I am coming to the year 1947, 
and I will read you data taken from the report of the CPA, already 
in evidence, and, at the conclusion, will again ask you questions. 

In 1947, on January 15, you withdrew $3,750 for which you gave a 
note, and on the same day Mr. McDonald did likewise. On February 
11 you withdrew $5,000 and gave a note, and Mr. McDonald did like- 
wise. On March 18 you withdrew $1,500 for which you gave a note, 
and Mr. McDonald did likewise. On April 12 you withdrew $500 for 
which you gave a note, and Mr. McDonald did likewise. On April 12 

ou withdrew $500 for which you gave a note, and Mr. McDonald did 

ikewise. On May 9 you withdrew $3,750 for which you gave a note, 
and Mr. McDonald did likewise. On May 9 you withdrew $5,000 for 
which you gave a note, and Mr. McDonald did likewise. 

On November 14, you withdrew $2,500 for which you gave a note 
and on the same day Mr. McDonald did likewise. 

Now, the total of these withdrawals and notes for you during that 

riod was $22,000 and likewise the same total applied to Mr. 
McDonald. 

_— I ask you whether these cash withdrawals were authorized 
by the directors of the Boston Port Development Co. or did you in- 
struct Miss Paperman to make the cash advance to you? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Mr. Chairman, I again suggest that the question is 
relevant and pertinent. 

The Cuarrman. Mr. Goldfine, the Chair feels that the question is 
relevant and pertinent to assist the committee in its legislative re- 
sponsibility and therefore orders and directs you to answer the 
question. 

Mr. Gotprine. Mr. Chairman, I decline to answer that question for 
the reasons stated. 

Mr. Lisoman. We come now to the year 1948. 

On June 22, 1948, you withdrew $3,750 from the Boston Port De- 
velopment Co. for hich you gave a note and on the same day Mr. 
McDonald did likewies. 

During the period July 24, 1945, to June 22, 1948, it appears that 
the total notes covering the cash withdrawn by you from Boston 
Port Development Co. was $79,750 and for Mr. McDonald during 
the same period, $85,750. 

Is it not a fact that there was also an account receivable on the 
books of Boston Port Development Co. from you at December 31, 
1954, in the amount of $25,223, so that, taking the total notes of 
$79,750 and the account receivable from you in the amount of $25,233, 
you _— the company as at December 31, 1954, $104,973. Is that 
correct | 
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Mr. Gouprine. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Before pressing the question of relevancy, I would 
like to ask this question: Were these withdrawals in the amount of 
$104,973 authorized by the board of directors of the Boston Port De- 
velopment Co. or did you instruct Miss Paperman to make these ad- 
vances to you ? 

Mr. Gotprine. I decline to answer that question for the reasons 
stated. 

Mr. LisHman. Mr. Chairman, again I suggest that the question is 
relevant and pertinent. 

The Cuatrman. The Chair feels that the question is relevant and 
pertinent to assist the committee in its legislative responsibilities and 
therefore directs you to answer the question, Mr. Goldfine. 

Mr. Gotprine. Mr. Chairman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisoman. Mr. Goldfine, on September 28, 1956, you testified 
before the SEC that certain notes aa Boston Port Development Co. 
by Mr. W. R. Scudder in the amount of $24,300 were given by him 
during 1950 to 1954 against a $100-a-week tentative compensation 
paid him and that “there haven’t been any adjustment at the present 
moment, but quite a lot of money is coming to him.” 

Did you so testify on September 28, 1956, before the Securities and 
Exchange Commission ? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisoman. Mr. Chairman, I suggest that the question is relevant 
and pertinent and comes within the scope of the statement that was 
read by you at the opening of this hearing. 

The Cuatrman. The Chair holds that the question is relevant and 
pertinent to this investigation to assist the committee in its legislative 
responsibilities, and, therefore, orders and directs that you answer 
the question, Mr. Goldfine. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question for 
the reasons previously stated before. 

The Cuarrman. You decline to answer either of the questions then, 
do you not ? 

Mr. Gouprine. Pardon, Mr. Chairman? 

The Cuarrman. You decline or refuse to answer either of the ques- 
tions just asked ? 

Mr. Gouprine. Mr. Chairman, I do; yes, sir. 

Mr. Lisuman. Mr. Goldfine, is it a fact that during the next 2 
years after December 31, 1954, Mr. Scudder continued to give notes 
of $100 a week so that at December 31, 1956, there were held by the 
company notes of Scudder in the amount of $34,700? 

Mr. Goupring. Mr. Lishman, I decline to answer that question for 
the reasons stated previously. 

Mr. Lisoman. Again I suggest, Mr. Chairman, the question is rele- 
vant and pertinent. 

The CHarrMANn. For the same reasons just stated ? 

Mr. LisHMaAn. Yes, sir. 
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The Cuatrman. The Chair does feel that the question is pertinent 
and relevant to assist the committee in its legislative responsibilities, 
and, therefore, directs and orders you to answer the question, Mr, 
Goldfine. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question for 
the reasons stated previously. 

Mr. Lisuman. Mr. Goldfine, on the basis of your 1956 testimony 
before the Securities and Exchange Commission regarding these 
Scudder notes, is it not a fact that 10-K reports finally filed by Boston 
Port Development Co. were incorrect in that no liability was shown 
for the estimated amount of its liability to Scudder, at least $34,700? 

(The witness confers with his counsel. ) 

Mr. Gouprine. That’s something I don’t know. That’s a matter I 
will have to take up with my accountant, Mr. Brown. ; 

Mr. Lisuman. Mr. Goldfine, is it not a fact that as at- December 
31, 1954, the Boston Port Development Co. held notes of Mr. J. 8. 
Connors aggregating $30,500, and that on a loan receivable from Mr. 
Connors he owed $5,000, making a total, as at December 30, 1954, 
owing to Boston Port Development Co., of $35,500? Is that correct? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant, and for the other reasons I have 
previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is rele- 
vant and pertinent and falls within the scope of the statement that you 
read at the outset of this hearing. 

The Cuarrman. The Chair feels the question is pertinent. It is 
certainly relevant to this inquiry to assist the committee in its legis- 
lative responsibilities, and, therefore, orders and directs you to answer 
the question, Mr. Goldfine. 

Mr. Gotprine. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisuman. Were any of these Connors cash advances to him 
authorized by the board of directors of the Boston Port Development 
Co. ? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is rele- 
vant and pertinent. 

The Cuatrrman. Mr. Goldfine, is it your contention that this com- 
mittee is not entitled to know what has been going on with reference 
to these reports to the Securities and Madhatios Commission and 
whether or not they were properly authorized in the usual and normal 
business way of your company ? 

(The witness confers with his counsel.) 

Mr. Gotprine. Mr. Chairman, it is not for me to pass upon what 
the duties of the committee are. 

The CHarrmMan. You seem to be trying to pass on it, on every one 
of these questions. 

You still contend that this committee is not entitled to know whether 
or not these transactions which have been purported to have been 
reported to the Securities and Exchange Commission were legitimate 
transactions ¢ 

(The witness confers with his counsel.) 

Mr. Gotprine. Mr. Chairman, I stand on my previous answers. 
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The Cuairman. The Chair feels it is a very pertinent and relevant 
question, and, therefore, orders and directs you to answer the question. 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Chairman, I decline to answer those questions 
for the reasons stated before. 

Mr. Lisuman. Mr. Goldfine, as at December 31, 1954, is it a fact 
that Mr. S. W. Chase owed Boston Port Development Co. $13,000 on 
notes; is that a fact ? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question be- 
cause it 1s not pertinent or relevant and for the reasons I have pre- 
viously stated. 

Mr. LisuMan. Again I suggest that the question is relevant and 
pertinent, Mr. Chairman. Ultimately when we finish this series of 
questions, we will show that the company set up a reserve on its books 
to cover these so-called bad debts in the amount of $305,684.46 and we 
certainly are entitled to find out whether or not these transactions 
were authorized in the usual normal, legitimate, customary manner; 
namely, by authorization of the board of directors. 

The Cuarrman. Mr. Lishman, were these transactions finally shown 
on the 10-K reportsas filed with the Commission ? 

Mr. LisuMan. Yes, sir. 

The Cuarrman. They were not filed until 1956, were they / 

Mr. Lisuman. That is correct. 

The CHairMan. You are inquiring here about the transactions that 
occurred during all these years ? 

Mr. LisoMan. Yes. 

The Cuatrman. When the 10—-K reports were not filed pursuant to 
law ¢ 

Mr. LisomMan. That is correct. 

The CuHarrMan. The question is relevant and pertinent, Mr. Gold- 
fine. 

Mr. Sears. I don’t think there is any question, Mr. Chairman. I 
do not know how it can be relevant if there wasn’t any question. 

The CHatrmMan. There is a question. 

Mr. Lisuman. I asked him about the $13,000 note. 

Mr. Sears. I beg your pardon. You said the record would show. 

Mr. Moss. Mr. Chairman, I make a point of order that the counsel 
is not acting in accordance with rule XI, paragraph (k). I have 
tried to withhold objection. The counsel is familiar with the rules 
and he may advise on constitutional questions. 

I think we should hold him strictly to his proper role in these 
hearings. 

Mr. Sears. When my client is directed to answer a question and 
there isn’t any question, I am going to assert his rights. 

Mr. Moss. Mr. Chairman, I renew my point of order. 

The CuHarrman. Mr. Lishman, will you ask the reporter to restate 
the question ¢ 

Mr. LisuMman. It may be easier if I ask it. 1 am positive there was 
a question. 

Mr. Sears. You will have a question, then. 

The Cuarrman. All right. 

Mr. Lisumawn. Is it a fact, Mr. Goldfine, that as of December 31, 
1954, S. W. Chase owed Boston Port Development Co. $13,000 on 
notes ? 
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The Cuarrman. That is the question, Mr. Goldfine. 

Mr. Gotprine. All right, Mr. Chairman. 

Mr. Lishman, I decline to answer that question because it is not 
pertinent or relevant and for the other reasons I have previously 
stated. " 

The CuHarrman. The Chair holds it is relevant and orders and 
directs you to answer the question, Mr. Goldfine. It is necessary to 
assist this committee in its responsibilities. 

Mr. Gotpring. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

The Cuatrman. You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Goldfine, were these notes authorized by the 
board of directors of Boston Port Development Co. for the cash 
advances for these notes? 

Mr. Gorprine. Mr. Lishman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisuman. Is it a fact that as of December 31, 1954, Chase Bros. 
owed $30,200 to the Boston Port Development Co. on notes ? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, that the question is 
relevant and pertinent. 

The Cuatrman. The Chair rules that the question is relevant and 
pertinent to assist the committee in is responsibility, and therefore 
orders and directs you to answer the question, Mr. Goldfine. 

Mr. Goutpriner. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisyman. Mr. Goldfine, was this cash advance of $30,200 to 
Chase Bros. authorized by the board of directors of the Boston Port 
Development Co. ? 

' Mr. Gorprine. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

The CHatrman. The Chair has just ruled that the question is 
pertinent and relevant and again orders and directs you to answer 
the question because of the assistance it will give to the committee 
in its legislative responsibilities. 

Mr. Gouprrne. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisuman. Mr. Goldfine, is it not a fact that the total of these 
notes and accounts receivable just read to you as at December 31, 1954, 
totaled $305,684.46 ? 

Mr. Gorprine. Mr. Lishman, I can’t carry those figures in my head. 

Mr. Lisuman. I will show you a copy of schedule 8, prepared by 
the auditor of the Boston Port Development Co. which is part of 
the report already in evidence and ask you if this will help you? 

(Handing document to the witness. ) 

Mr. Gotprine. Thank you. 

Mr. Conen. May we have the original, Mr. Lishman ? 

(The original was handed to Mr. Cohen.) 

(The witness confers with Miss Paperman. ) 

Mr. LisoMan. Is that correct ? 
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Mr. Gouprine. Mr. Lishman, Miss Paperman tells me the figures 
are correct and I presume it is. 

Mr. LisHMAN. Yes, sir. 

Mr. Gouprine. I mean the additions are correct, Mr. Lishman. 

Mr. Lisuman. Now, to make the record clear, and this will not be 
a question, I wish to have the record show at this point that Mr. Brown, 
the auditor of the Boston Port Development Co., stated that these 
notes and accounts receivable in the amount of $305,684.46, must be 
set up under a reserve for bad debts because, among other reasons, 
with respect to Mr. Goldfine’s notes in the amount of approximately 
$79,000, none of these notes are witnessed and they are all over 6 
years old; this account includes interest on interest-bearing notes, 
that no payment has ever been made on account of principal or interest, 
and these may be uncollectible because of the statute of limitations. 

Now, Mr. Goldfine, is it a fact that no effort whatsoever was ever 
made by Boston Port Development Co. or any of its employees or 
officers to collect any of these notes or accounts receivable? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question be- 
‘ause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. LisumMan. Again I suggest, Mr. Chairman, that the question is 
relevant and pertinent. We have here a situation where the majority 
stockholder has notes aggregating $79,000 and an open account of 
$25,000 and is reported to be a man of considerable wealth. Yet the 
auditor of this company sets up this $104,000 as uncollectible. This 
was done at a time when the company owed a substantial amount on 
real estate taxes. 

I insist that the question is relevant. 

The CHatrmMan. The Chair feels that the question is relevant 
for the purposes stated and to assist the committee in its legislative 
responsibilities. And also I might state that since these transactions 
were shown on the CPA report filed with form 10—K, they would be 
further relevant to this investigation on the question of Mr. Goldfine’s 
compliance with the Securities and Exchange Commission require- 
ments. The Chair sees no other way except they are relevant, and, 
therefore, Mr. Goldfine, orders and directs that you answer the 
question. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisuman. Mr. Goldfine, is it a fact that approximately $68,000 
of accrued interest on a $500,000 third mortgage held by Boston Port 
Development Co. on a building owned by you through Little Building 
Trust, Inc., was written off as uncollectible by Boston Port Develop- 
ment.Co.? Isthat correct? 

Mr. Gotpring. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is 
pertinent and relevant. 

The Cuatrrman. The Chair does hold that the question is relevant 
to assist the committee in its responsibilities and in the consideration 
of legislation under its jurisdiction, and, therefore, orders and directs 
that you answer the question. 
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Mr. Gotprine. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

Mr. LisuMan. Was the abatement of $67,833 interest authorized by 
the board of directors of Boston Port Development Co. 4 

Mr. Gouprine. Mr. Lishman, I decline to answer that question be- 
cause it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Again I suggest the question is relevant and perti- 
nent, Mr. Chairman. 

The Cuatrman. The committee feels that it is quite pertinent and 
relevant. The committee certainly cannot make any determination or 
conclusion in a matter of legislation affecting a situation of this 
kind unless it knows something about what happened. 

This witness declines and refuses to answer the questions that are 
relevant and pertinent. Therefore, he is ordered and directed by the 
Chair to answer the question. 

Mr. Gotprine. Mr. Chairman, I decline to answer that question 
for the reasons I have stated before. 

Mr. LisumMan. Now, Mr. Goldfine, did you direct the withholding of 
reports to the Securities and Exchange Commission in order to cover 
up or conceal the true financial condition of the company / 

Mr. Gotprine. No, sir, I did not. 

Mr. LisoMan. Would you refuse to answer any other questions con- 
cerning the financial operations of the company during the 8-year 
period when you were delinquent in filing 10-K reports with the 
Securities and Exchange Commission ? 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Lishman, I will either answer the questions as 
they are put or decline to answer. 

Mr. Bennett. Mr. Chairman, may I ask a question at this point? 

The CuHarrmMan. Have you any more questions, Mr. Lishman ? 

Mr. Lisuman. Mr. Chairman, I believe a sufficient number of — 
nent and relevant questions have already been asked to establish, i 
my judgment, that this witness is guilty of contempt, and that the 
reason of refusal on the grounds that the questions are not pertinent 
and relevant is an effort to prevent this subcommittee from performing 
the duties and responsibilities that have been placed upon it by Con- 
gress, and to prevent this committee from obtaining the information 
it needs in order to formulate remedial legislation to take care of the 
public interest in a situation of the type which has been disclosed by 
the testimony in this hearing. 

The Cuamman. Mr. Bennett. 

Mr. Bennett. Mr. Goldfine, on yesterday or the day before you 
answered a question concerning the use of the $30,000 cashier’s check 
or certified check on the part of East Boston Co., explaining it was 
being used to either pay taxes or, in part, to pay taxes, and it was 
eventually used to reduce a mortgage. Now my question is this: 

Is there any difference bet ween your making an explanation about 
that $30,000 check and your making a response to the questions which 
Mr. Lishman has asked you this morning on other financial trans- 
actions of the company ¢ 

(Witness confers with his counsel. ) 

Mr. Gotprine. When I answered that question I answered in rela- 
tion to the treasurer’s checks. 
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Mr. Bennett. That is true, but the $30,000 had to do with a very 
important financial transaction of this company. 

Now my question is: Is there any difference between that particular 
type transaction so far as this investigation is concerned and the 
questions which Mr. Lishman asked you ‘this morning on other finan- 
cial transactions? 

(The witness confers with his counsel. ) 

Mr. Gotprine. Yes, Mr. Bennett, there is. 

Mr. Bennetr. What is the difference ? 

Mr. Govprine. I contend that this subcommittee has no right to 
inquire into the internal affairs of the companies concerned. 

Mr. Bennerr. Is not your explanation of the $30,000 check an ex- 
planation of the internal financial affairs of the company ? 

Mr. Gouprine. That was in connection with the treasurer’s checks, 
but not the internal affairs. 

Mr. Bennetr. But it had to do with financial transactions in the 
same respect as other transactions. 

Mr. Gotprine. Mr. Bennett, it might have incidentally. 

Mr. Bennett. Yes. Therefore, upon what basis did you answer 
that question and refuse to answer the other questions? 

Mr. Govprine. I have already answered you, Mr. Bennett. 

Mr. Bennerr. What is your answer ? 

Mr. Sears. He said it had to do with the treasurer’s checks and 
not the internal affairs. 

Mr. Bennett. I heard him say that, Mr. Sears. I am trying to 
find out what is the difference between the treasurer’s checks and the 
other financial transactions contained in Mr. Lishman’s questions so 
far as this committee is concerned. 

Mr. Gorprine. I have already stated that before, Mr. Bennett. 

Mr. Bennerr. Will you state it again for the record? I am not 
clear as to what you stated. 

Mr. Gouprine. Well, the $30,000 that you are talking about, that 

was the treasurer's check that you were discussing. 

Mr. Bennett. I know that. 

Mr. Gouprine. But it has nothing to do with the internal affairs of 
the company. 

Mr. Bennetr. You mean the treasurer’s check has nothing to do 
with the internal affairs of the company ? 

Mr. Gouprine. It may incidentally, Mr. Bennett. 

Mr. Bennerr. Is there any real difference between a treasurer’s 
check transaction and any other financial transaction concerning 
which you have been questioned this morning? 

Mr. Gouprine. Mr. Bennett, I think there is a big difference. 

Mr. Bennetr. What is it? 

Mr. Gouprine. I contend that this subcommittee has no right to 
inquire into the internal affairs of the companies concerned. 

Mr. Bennerr. Mr. Chairman, I think that the witness ought to be 
required to answer the last question on what is the difference between 
the financial transactions in the cashier’s check or treasurer’s check 
and the other financial transactions concerning which he has been 
asked this morning. 

The CuairmMan. Mr. Goldfine, you have refused to answer the 
question just propounded to you by Mr. Bennett. You have refused 
to answer a great many questions this morning that are held to be 
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pertinent and relevant to the investigation to assist the committee 
in its legislative responsibility. Your refusal to answer the questions 
may possibly subject you to contempt of Congress. In view of this, 
do you now wish to change or modify your statements on any of these 
questions or your answers to them / 

Mr. Gotpringe. Mr. Chairman, no sir, I do not. 

The Cuarrman. Is that all, Mr. Lishman? 

Mr. LisHMaNn. Those are all the questions I have at this time. 

As I indicated previously, when we have had opportunity of ex- 
amining the records of account of Strathmore Woolen and other com- 
panies we will then be prepared to ask some effective questions con- 
cerning the treasurer’s checks which are uncashed and concerning 
the certified checks which are uncashed. But until we have access 
to those books and records we are in no position to ask any effective 
questions. 

Mr. Witu1ams. Mr. Chairman, may I ask one question ? 

The CuHarrman. Mr. Williams. 

Mr. Bennetr. Mr. Chairman, I am going to have to request for 
the record at least that Mr. Goldfine be required to answer my ques- 
tion. 

Mr. Gotprine. I can’t hear you. 

Mr. Bennett. I am going to insist that Mr. Goldfine be required to 
answer my question concerning the difference between this treasurer’s 
check which he did testify to and the other questions that were asked 
him this morning because I regard that as very important, Mr. 
Chairman, to action that this committee may take. 


It is my opinion, among other things, thet even if the question of 
pertinency had any validity, and in my op it does not, but even 
if it did, my question here goes to the point of whether. bv answering 
the question concerning the treasurer’s chec \" nancial 
transaction and goes to the internal affairs of (he com Mr. 
Goldfine waived any right he may ha to qu vancy 
of other questions concerning the financis’ affairs of this company. 


Therefore, I ask that he be directed to answer the question. 

Mr. Sears. Mr. Chairman 

The CuHartrman. Mr. Goldfine, you have declined and refused to 
answer the question that Mr. Bennett has asked of you. 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Chairman, I have answered the question to the 
best of my knowledge to Mr. Bennett, the best that I could. 

Mr. Benner. Mr. Chairman, I submit he has not answered the 
question. I will ask it again. 

The CHatrMAN. You may ask the question. 

Mr. Bennett. Is there any difference between your explanation 





Mr. Gouprinr. A little louder, please. 

Mr. }ennerr. Is there any difference between the treasurer’s check 
being a financial transaction of the company and the other questions 
that were asked you this morning? 

(The witness confers with his counsel. ) 

Mr. Gotprine. Yes, Mr. Bennett. I think there is. 

Mr. Bennerr. Then I ask you to point out the difference. 

(The witness confers with his counsel. ) 
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Mr. Gouprine. 1 answered about the treasurer’s checks because 
they were trying to find out about those treasurer’s checks. 

Mr. Bennett. That is a good answer but it is not responsive to the 
question. 

The Cuatrman. As I understand, Mr. Goldfine, your response to 
the question a moment ago was that the treasurer’s check referred to 
did not concern the internal affairs of the company except as it might, 
but the reference to the other transactions did relate to the internal 
affairs of your business, according to your contention. 

(The witness confers with his counsel. ) 

Mr. Goutprine. Mr. Chairman, I stand on my answer as I gave it to 
him before. 

The Cuarrman. I did not see that you have given an answer, Mr. 
Goldfine. 

Mr. Gouprine. I have done the best that I could, Mr. Chairman. 

The CuairMANn. Is there anything further, Mr. Bennett ? 

Mr. Bennett. No. 

The CnHarrMan. Mr. Williams? 

Mr. WixuraMs. Mr. Chairman, I have but one question at this point 
before we leave these withdrawals from the Boston Port Development 
Co. 

I would refer you, Mr. Goldfine, to page 3 of your initial statement 
to the committee. 

Mr. Sears. Can I get it out, Mr. Williams? 

Mr, WituiaMs. Surely. 

The CHarrMan. You are referring to the mimeographed copy now ¢ 

Mr. Wituiams. | do not think you will need it. At the top of page 
3, your statement goes along as follows, and I quote: 

But, Mr. Chairman, I think it is about time all of us, your committee, the 
newspapers, all of us remember how this whole miserable massacre of character 
began, and who started it. 

It all started on April 16, 1958, when this unhappy man, Mr. John Fox, in 
Judge Wyzanski’s courtroom in Boston, accused me of stealing out of the cash 
register, he said, $6,788,019. 

He even accused me of bragging—and I quote his words—that “I had Sherman 
Adams in my pocket.” 

Now, I notice that no denial is contained in your statement of either 
of these dealings. I presume you do deny those allegations. 

The question that I wanted to ask you, though, is this: Is the money 
about which you have just been interrogated, that is the withdrawals 
from the Boston Port Dev elopment Co., included in the charge made 
by Mr. Fox of your having stolen $6 million- -plus? 

(The witness confers with his counsel. ) 

Mr. WituiaMs. Is that part of what he may have had reference to? 

Mr. Go.prine. Mr. Williams, if anybody can figure out what Mr. 
Fox figures, then I think he is a wonder. I can’t tell you how he 
figured it out. 

Mr. Wituiams. Do you know whether that was what he had refer- 
ence to? 

Mr. Gotprine. I can’t tell you that. I know it wasn’t the truth. 

Mr. WituiaMs. All right, sir. 

The CHarrman. Mr. O’Hara? 

Mr. O’Hara. Mr. Chairman. 
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Mr. Goldfine, yesterday, toward the closing part of our session, 
there were some exhibits introduced showing that you had enter- 
tained some Senators, three Senators, and also there was reference to 
Mr. Adams. I had asked you if you would refresh your recollection 
as to the entertainment, that you may have entertained other persons 
in public life. Now, specifically on the occasion of the Mayflower 
Hotel at Plymouth, Mass., it was shown that Senator Bridges and 
his wife, Senator Payne and his wife, and Senator Cotton and his 
wife, were in attendance. 

Now, as a matter of fact, were not also Governor Furcolo and Mrs. 
Furcolo in attendance on that occasion ¢ 

Mr. Gouprine. Yes, Governor Furcolo and Mrs. Furcolo were there. 
Absolutely. 

Mr. O’Hara. I do not mean to say by that that they were registered, 
but they attended the banquet or the meals which you had with others 
of your friends there in addition to the four people in public life. 
Is that not true, Mr. 'Goldfine? 

Mr. Gouprine. That is correct, Mr. O’Hara, and then we also had 
the late former Governor Dever and his sister, Marie, at the May- 
flower. 

Mr. O’Hara. At the same time. 

Mr. Gouprinp. Not the same day but I mean the next day, but it 
was during that time; yes, definitely. 

Mr. O’Hara. You were a close personal friend and supporter of 
Governor Dever; were you not? 

Mr. Gouprine. I was, Mr. O’Hara. 

Mr. O’Hara. He is dead. 

Mr. Gotprine. He is dead. 

Mr. O’Hara. And nothing that I ask in this reflects upon him and 
I would not want it to reflect upon him, but you have also paid hotel 
bills for him at the Waldorf Astoria in New York while he was 
Governor; is that not true? 

Mr. Govprine. I think it istrue. I think I did. 

Mr. O’Hara. Was that on more than one occasion ¢ 

Mr. Gotprine. I don’t remember how many occasions, but I have 
paid bills at the Waldorf. 

Mr. O’Hara. And you were an old friend and supporter of Mayor 
Curley of Boston who later became Governor of Massachusetts; were 
you not ? 

Mr. 'Gouprine. That is correct, Mr. O’Hara. 

Mr. O’Hara. You were also a supporter of Adlai Stevenson in the 
1956 campaign and paid one of his hotel bills, did you not, of about 
$900 ? 

Mr. Goupring. That I cannot remember. 

Mr. Wiuiams. Mr. Goldfine, you stated that you were a supporter 
of these gentlemen. Are you a registered voter? 

Mr. Gotprine. Pardon me? 

Mr. WriuiaMs. Are you a registered voter in the State of Massa- 
chusetts? 

Mr. Gotprine. I have voted in the past. I am an independent 
voter. 

Mr. Wriu1aMs. Are you presently a registered voter in the State of 
Massachusetts ? 

Mr. Gotprine. I have voted in the past; yes, Mr. Williams. 
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Mr. Witi1ams. When was the last time you voted, Mr. Goldfine? 

Mr. Sears. Frankly, I don’t know what that has to*do with regu- 
latory agencies, but let’s have some fun if he wants the answer. 

Mr. Wuutams. Mr. Goldfine has stated that he supported these 
gentlemen. I want to find out in what way. 

Mr. Govprtne. I can tell you in what way. They are very good 
friends of mine. 

Mr. WituiaMs. Well, did you vote for them? 

Mr. Gouprine. Well, I don’t know whether I did or not. I couldn’t 
tell you that. 

Mr. Wiuuiams. Mr. Chairman, I think that the question of whether 
or not he is a registered voter in the State of Massachusetts is a good 
question. 

The CuHatrman. It may be a good question, but I certainly do not 
see how it is very pertinent except to explain further his statement 
that he has just made. 

Mr. Sears. I think he has waived his relevancy on that. 

The Cuairman. I think that is so, too. 

Go ahead. Did you vote or not? 

(The witness confers with his counsel.) 

Mr. Gotprine. I told you I am an independent voter. That is as 
much as I want to say. 

Mr. WiixraMs. Are you a voter? 

The CHatrMan. He just said he was an independent voter. 

Mr. WiuiAms. All right, sir. 

Mr. O’Hara. Mr. Goldfine, you select your friends from both sides, 
do you not? 

Mr. Gotprtne. I certainly do. 

Mr. O’Hara. You collect friends and you collect them when they 
are prominent, such as Governors and Senators and assistants to the 
Presidents on both sides; is that not true? 

Mr. Gotprine. Well, I do not collect them. They collect me as 
much as I collect them. 

Mr. O’Hara. Mr. Goldfine, in 1956, I have not seen the press re- 
lease that you gave the Governors of at least 26 States, what was it, 
vicuna cloth or other kind of cloth ? 

Mr. Gouprine. In the year of 1955, I think I sent to 48 of the Gov- 
ernors bolts of cloth and we got responses from most of them. Some 
were sent to me direct and some were sent to Governor Dwinell of 
New Hampshire. 

Mr. O’Hara. Did any of them return them? 

Mr. Gouprine. I haven’t had one returned yet. As a matter of 
fact, one of them asked me to send him some more. He liked the cloth 
very much. Another one asked me to send him a pair of trousers. 
He said he had needed trousers. 

The CHarrmMan. The committee will be in order. 

Mr. O’Hara. I will not embarrass that particular gentleman by 
asking who it was. 

The CHarrman. Will the gentleman yield on that point? 

Mr. O’Hara. Certainly. 

The CuHarrman. Is it not a fact that the Governors, or at least some 
of them, had the impression that this hospitality that was given to 
them was from the State of New Hampshire? 
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Mr. Gouprine. No, the present was given from Mr. Goldfine. 

The CHairmaAn. Did they not respond ? 

Mr. Gotprine. Some did direct to me. They were told where they 
came from. 

The Cuarrman. Did some of them respond and thank the State? 

Mr. Goutprine. The State, and some direct to me. Those that were 
sent to the State the letters were again sent back to me by Governor 
Dwinell of New Hampshire. 

Mr. O’Hara. Do you happen to have the letters? 

Mr. Gotprine. I have quite a few letters right here. 

Mr. O’Hara. I would like to see them or at least 

Mr. Gouprine. I would be very pleased to show them to you, Mr. 
O’Hara. 

Mr. O’Hara. Thank you, Mr. Goldfine. 

Mr. Gotprine. And Mr. Harris, too. [ Handed. | 

Mr. O'Hara. I have no reflection on them. Do you have any objec- 
tion if these are offered for the files of the committee or would you 
like to keep them ? 

Mr. Gouprine. Well, I have no objection if you look at them but 
I would like to get them back, Mr. O’Hara, because they mean a lot 
to me. I would be very glad to have them photostated for you. 

Mr. O’Hara. Would you do that? 

Mr. Gorprine. I would be very happy to. 

Mr. O’Hara. Can you furnish them to the committee? 

Mr. Gotprine. I would be very happy to. 

Mr. O’Hara. Mr. Goldfine, you were also very well acquainted with 
Mr. Steelman, were you not, who was acting in the similar capacity 
which Mr. Adams does to President Eisenhower? Mr. Steelman acted 
in connection with President Truman, is that correct / 

Mr. Gouprine. That is correct. 

Mr. O’Hara. And I noticed on that list of names that were sub- 
mitted earlier of people who were employees, either White House or 
others, that there was a Miss Colle on that list. When Mr. Steelman 
was in the White House, she was one of his secretaries, is that right ? 

Mr. Gouprine. There should be one more that was also a secre- 
tary on that list. 

Mr. O’Hara. Do you know which one that was? 

Mr. Gouprinr. I think before she was married it was a Miss 
Donohue. 

Mr. O’Hara. And you had sent her Christmas presents ? 

Mr. GouprF1ne. I certainly did. 

Mr. O’Hara. While Mr. Truman was President and Mr. Steelman 
was there ¢ 

Mr. Gouprine. I certainly did. 

Mr. O'Hara. Did you at any time contact Mr. Steelman, as an 
assistant to President Truman, in connection with Government mat- 
ters related to your business ? 

Mr. Gotprine. Would you please ask that question again, Mr. 
O'Hara ? 

Mr. O'Hara. Did you contact Mr. Steelman while he was an assist- 
ant to President Truman in connection with any problems you had 
in connection with your business! For example, did you appeal to 
him to help you in any of your problems while he was acting in that 
capacity ? 
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Mr. Gotprtine. I did. 

Mr. O’Hara. And do you know what that matter was? 

Mr. Gotprine. Well, that was the garage under the Common, and, 
through his connections, I got a commitment, while Truman was Presi- 
dent and while he was an assistant to the President, for $12 million 
from the RFC, and that was held up a little later on when this question 
of this, if you remember—something to do with a fur coat here; one 
of the secretaries—and it was held up there. I don’t know why. 

Mr. O’Hara. You heard about that? 

Mr. Gotprinz. Very much. I should have got that $12 million and 
there would be no garage under the Common for Fox. 

Mr. O’Hara. Mr. Steelman was your friend and he tried to help 
you while he was serving in that capacity ¢ 

Mr. GoupFine. He certainly was. Done quite a lot of work on that. 

Mr. O’Hara. Did he help you make appointments with the depart- 
ments of the Government ¢ 

Mr. Gotprinr. He helped me quite a lot. 

Mr. O’Hara. And with which agencies did he make appointments 
for you? 

Mr. GoupFineE. Well, the RFC. 

Mr. O’Hara. Did you make any gifts to Mr. Steelman while he 
was serving in that capacity that you can recall, Mr. Goldfine? 

Mr. GoupFine. Well, I’ve sent him some Christmas presents, if you 
call that gifts. 

Mr. O’Hara. Do you remember what they were 4 

Mr. Gotprine. I would be very glad to let you know a little later 
when I look them up. 

Mr. O’Hara. Were they cash gifts or anything of that nature? Or 
were they coats! Or, whatever they were, do you recall ? 

Mr. Gotpri1ne. I don’t just recall what they were, but I have given 
him some gifts. 

Mr. O’Hara. Did you pay any of his hotel bills? 

Mr. GorpFine. I'll tell you. No, I did not because he wasn’t at 
hotels that we talked about. But he certainly got gifts just the same. 
He might have paid his own hotel bills. 

Mr. O’Hara. You have had in your home as many as three or four 
Governors of various States at one time, have you not ? 

Mr. GoupFine. I have. 

The CHarrman. Will the gentleman yield before you get away 
from Mr. Steelman ? 

Mr. O'Hara. Yes, sir. 

The CHarrMaNn. How long have you been knowing Dr. Steelman? 

Mr. Gouprine. Dr. Steelman ? 

The CHarrMAn,. Yes. 

Mr. Gotprine. I met him, I would say, I think, in 1949 or 1950. 
I’m not sure. 

The CuHarrman. You never knew him before he was the assistant 
to the President, under Truman ? 

Mr. Gorprinr. I never knew him before he was assistant to the 
President ; that’s correct. 

The CHarrMANn. Did you ever meet him in any hotels? 

Mr. Gouprine. I don’t think I did, Mr. Chairman. 

The CHarrRMAN. You never paid any hotel bills for him ? 








4472 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Gouprine. I did not pay any hotel bills, not that I know of. 

The CuarrMan. You never did entertain him at any pase: 

Mr. Gouprine. I wouldn’t say that. He has had dinner with me 
in Washington at several different times. 

The CHatrman. He has had dinner with you / 

Mr. Gouprine. Certainly; more than one dinner. 

The CuHatrman. Was that to meet to discuss some problem you 
had before an agency of the Government ? 

Mr. Gotprinre. No. It was to discuss the matter of the garage un- 
der the Common that I was interested in until I sold out my interest 
to John Fox. 

The CuarrmMan. Until you sold out your interest to Mr. Fox? 

Mr. Gouprine. Mr. Fox sold out, I think, in 1954 or 1955. 

The CHarrMan. Was that a matter before any Government agency? 

Mr. Gowtprine. Well, would you call the RFC a Government 
agency ? 

The CuHarrMAN. Yes. 

Mr. Gouprine. If that is so, then I would say that I did. 

The CuarrmMan. And that was the purpose of your discussion and 
visit with Mr. Steelman ? 

Mr. Gotprine. That is correct. 

The CuarrMan. That is all. 

Mr. O’Hara. And you asked him if he could be helpful to you 
in getting a loan of $12 million through the RFC; and he made con- 
tacts for you and called up the agency, I presume ? 

Mr. Gotprine. I don’t know. I wasn’t there at the time he called 
up. 
Mr. O’Hara. They were obviously expecting you when you got 
down tothe RFC. Isthat correct ? 

Mr. Gouprine. No question about it. 

The CuatrMan. Did you call back and thank Mr, Steelman for your 
having been treated so well ? 

Mr. Gouprine. I didn’t have to call back. I saw him quite a few 
times. I had lunch with him afterward and before. 

The CuarrmMan. And thanked him personally ? 

Mr. Gouprine. I certainly did. 

Mr. O’Hara. Now there are one or two other phases of this mat- 
ter, Mr. Goldfine. Coming back to the 1956 campaign, did you want 
to check to find out whether you had paid a bill for Adlai Stevenson 
during that campaign / 

Mr. Gotprine. Well, I don’t know any hotel bill that I paid for 
him. 

Mr. O'Hara. Were you on the train with him on some of his 
trips? 

Mr. GoupFIne. No, I was not. 

Mr. O'Hara. Did he come to Boston during the campaign / 

Mr. Gouprine. He came to Boston, but I paid no hotel bills for 
him. 

Mr. O'Hara. Did you go out to San Francisco during that cam- 
paign ? 

Mr. O'Hara. No, sir, I did not. 

Mr. O'Hara. Coming down to the statements made by Mr. Fox, Mr. 
Goldfine, to the effect that you had bought a house for Governor 
Adams, there is some confusion in the testimony. I think it was 
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said at one time in Washington, and then it was said that you had 
made the statement that you bought him a house, but you did not 
say where. 

Now, with reference to that statement, did you ever make such a 
statement of that to John Fox? 

Mr. Gouprine. Mr. O’Hara, I never did, and it is not true. 

Mr. O’Hara. It is a fact, is it not, that you have never bought any 
equity or any title or anything in the nature of a home for Governor 
Adams, any place? 

Mr. Gouprine. I never bought anything outside of that rug and 
coat that was discussed, or, as far as any house or anything like that 
or stock—that is not true; absolutely not true; never did. 

Mr. O’Hara. There was also testimony of a meeting that took place 
at the Carlton Hotel here to the effect that Governor Adams was there 
with you for about, I think, an hour and a half, Mr. Fox testified ; that 
your son Horace was there; and you were there; and that Governor 
Adams and you were closeted in the room there for an hour and 
a half, and then you came out and said something to this effect: 
“Let’s have a cocktail for my friend Governor Adams who will not 
let me down, who doesn’t let his friends down, and will not let me 
down.” 

What is the fact about any such statement as that being made? 

Mr. Gouprine. That is a contemptible lie. I never did that at any 
time. 

Mr. O’Hara. Was Governor Adams down there for a short time? 

Mr. Goutprine. Governor Adams was there for probably about 10 
minutes, or 15 minutes, during the time that I was there with my son 
and Mr. Fox. 

Mr. O’Hara. You were all there together ? 

Mr. Gouprine. Well, I had a dinner appointment with my son 
and Fox and myself. Fox had called up Reston and wanted to get 
in touch with me. He called up, wherever he was. I don’t know 
where he was. He called up my Boston office and he wanted to know 
where I was, and they told him I was in Washington. Then he called 
me, and he told me he’s coming to Washington and could I get him 
a room at the Carlton. He said he couldn’t get reservations there. 
And so I did, and when he got there he had dinner with me and my 
son, and the discussion was about the garage under the Common; he 
wanted to know. 

Mr. O’Hara. He was interested in that with you, was he not, at 
that time? 

Mr. Govprine. At that time. That was before I sold my other 
half, see. He bought a half first, and then he bought the other half. 

I am not positive as to that date, but I think it was May 10 of 1955. 

Mr. O’Hara. Did you ever make the statement to John Fox to the 
effect that you had Governor Adams in your pocket ? 

Mr. Gouprine. That’s silly. Why, I never did. That’s a con- 
temptible lie. 

Mr. O'Hara. That isall I have at this time, Mr. Chairman. 

Mr. Moss. Mr. Chairman ? 

The CHarrmMan. Mr. Moss. 

Mr. Moss. I have a question or two. 

The Cuarrman. Mr. Moss. 








4474 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Moss. Mr. Goldfine, with respect to this engagement of August 
15 to the 19th in 1957 at the Mayflower Hotel in Plymouth, Mass., a 
question of the attendance of Governor Furcolo, of Massachusetts, 
was injected into the discussion. You indicated that he was present. 

Mr. Gotprine. What did you say ? 

Mr. Moss. You indicated that he was present on this occasion. 

Mr. GouprineE. At one of the occasions he was present, yes. 

Mr. Moss. Did you pay his hotel bills on that date ? 

Mr. Gotpringe. He didn't stop overnight there, but I paid whatever 
bills. He had dinner with us. 

Mr. Moss. He had dinner with you / 

Mr. Gouprine. He had dinner and spent the evening, and we had 
a good dinner, too. 

Mr. Moss. Who else was present at this affair / 

Mr. Gotprine. Well Governor Furcolo was present a couple of 
times. 

Mr. Moss. I am talking about August 15 to 19 in 1957 because this 
has been definitely related to those dates, when you and Senator Pot- 
ter, Senator Payne, Senator Bridges— 

Mr. Go.prineE. Senator Potter ¢ 

Mr. Moss. Whatever the name was. 

Mr. GoupFine. Senator Cotton. 

Mr. Moss. I am sorry for the error. 

Senators Cotton, Payne, and Bridges were present. You had a 
dinner on that occasion, and Governor F urcolo had dinner with you? 

Mr. Gouprine. Governor Furcolo was there twice. Once he was 
present while the Senators was there, and another time he was there 
when Gov. Sherman Adams was there. Gov. Sherman Adams was 
not there at the same time the Senators were there; they were different 
nights. 

Mr. Moss. In connection with the name of Gov. Adlai Stevenson 
in 1956, during that time was he holding any office?) Was Governor 
Stevenson in 1956 holding any office of trust under any State or under 
the National Government ? 

Mr. Gouprine. No, sir. I never made that statement. 

Mr. Moss. | just want this record to be clear. 

Mr. Gouprine. No, sir. 

Mr. Moss. Now, on the occasion of your contact with Dr. Steelman 
were you then having difficulties with the Reconstruction Finance 
Corporation ¢ 

Mr. Gouprine. Well, I don’t say I was having difficulties, but we 
were trying to get a loan—— 

Mr. Moss. Had a refusal of a loan been made to you or of a com- 
mitment for a loan / 

Mr. Gouprine. As a result of the conferences, I was there, and, 
due to what happened, I finally got a commitment of a loan for $12 
million. 

Mr. Moss. That is what finally happened, but—— 

Mr. GotpFine. Pardon me? 

Mr. Moss. At the time you contacted Mr. Steelman were you having 
difficult time with the Reconstruction Finance Corporation ? 

Mr. Gotprine. I don’t know that it was a difficult time, but you have 
to take it up, you see, with the Boston agency first and then they refer 
it to Washington. 
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Mr. Moss. It had been referred to Washington by the Boston 
agency / 

Mr. Gouprine. It had been, but we did not have a definite commit- 
ment. The Boston personnel who were there recommended it, and, of 
course, it’s not final and you don’t have it definite until it gets to 
Washington. 

Mr. Moss. It starts out in district office and comes back to Washing- 
ton for final approval ? 

Mr. Gotprine. Well, final approval. It’s more than that. You 
have to see the agencies and you have to give them—it’s not so easy to 
get a $12 million loan. At least I didn’t find it easy. 

Mr. Moss. There had been a favorable recommendation from Boston 
sent on to Washington ? 

Mr. Gotprine. I think there was, Mr. Moss. 

Mr. Moss. All right. At that time you were not in difficulty; you 
had no cause for any great alarm as to a probable refusal of a loan 
commitment ¢ 

Mr. Gotpr1nrt. Would you please repeat that ? 

Mr. Moss. I said you had no cause for any great alarm as to a 
probable refusal of a loan commitment ? 

Mr. Gotprine. I don’t think I did, Mr. Moss. 

Mr. Moss. Now, Mr. Chairman, just while we are on the Boston 
Port Development and while the record is open on this, I would like to 
ask about three different items. We have had testimony from you, Mr. 
Goldfine, regarding the check drawn on December 20, 1957, for $30,000 
payable to account 5-189, which you indicated previously was a tax 
account. 

Now, on January 26, 1946, a check for $300 was drawn to one Harry 
Ham. Has that check been paid? 

Mr. Goering. Has that check what ? 

Mr. Moss. Been paid. 

Mr. Gotprine. No. According to the records of the bank, it hasn’t 
been paid. That is, it hasn’t been collected. And Mr. Ham has 
pamnid away since, Mr. Moss. 

Mr. Moss. For what purpose was that check drawn ? 

Mr. Gouprine. It might have been for services that he granted. He 
was with the Boston Port Co. for a good many years. He was the 
attorney. 

Mr. Moss. He wasan attorney ? 

Mr. Govpr1ne. Oh, yes; very good attorney. 

Mr. Moss. And it was drawn in payment of services ? 

Mr. Gotprine. That was for part of the services. He was doing his 
leg time before he passed away, Mr. Moss. 

Mr. Moss. Now there is a check drawn to Brickley, Sears & Cole 
for $2,000. 

Mr. GotprineE. That is correct. 

Mr. Moss. Has that been paid? 

Mr. Gotprine. Not according to the records. 

Mr. Moss. Was that also drawn for services to Boston Port ? 

Mr. Gotprine. Well, I couldn’t tell you for what company because 
that firm represents some of the other companies. But I presume if 
‘the check was a Boston Port Co. check, if the bank showed it had to 
do with the Boston Port, then that would be for the Boston Port. 
If it was for some other companies, it might be one of my other com- 
panies. 











4476 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Moss. But the record that we have shows Boston Port Develop- 
ment Co. 

Mr. Gouprine. Then that would be, Mr. Moss, for services to 
Boston Port, yes. 

Mr. Moss. Now I reach the same point in this discussion as Mr. 
Bennett previously reached. You have very straight-forwardly an- 
swered questions I put to you on matters of internal transactions of 
the Boston Port Development Co. What is the difference between the 
drawing of a check in payment for services and the execution of a 
loan in payment for commissions? 

(The witness confers with his counsel.) 

Mr. Moss. And I do not want Mr. Sears to dictate the answer. 

Mr. Goldfine, I assure you that I am convinced that you ate a very 
intelligent and a very capable man. I only want your answers. If 
you cannot answer, tell me. I do not want Mr. Sears’ answers. 

Mr. Gouprine. In my opinion and on the treasurer’s checks we 
talked about, that was the issues we were discussing, and when you 
ask me what is the difference, I think there is quite a little difference. 
One is the treasurer. The other has nothing to do with the internal 
affairs of the company. 

Mr. Moss. Let’s take the case of the check to Mr. Ham. You indi- 
cated that he was given a check for services rendered to the Boston 
Port Development Co. 

Mr. Gouprine. I would say that would be so, if it is a Boston Port 
Co. check, yes, sir. 

Mr. Moss. Now we have a payment to Mr. Goldfine for commis- 
sions from the Boston Port Development Co. The commission is in 
payment of a service, something that you have done to earn this. 
What is the difference ? 

And again, Mr. Sears; I do not want your answer unless you want 
to advise him on a constitutional question—— 

Mr. Sears. That is what I am thinking of. 

Mr. Moss. Then let him seek your answer. 

Mr. Gouprine. Would you please wait a minute, Mr. Moss? 
Would you please wait a second ? 

Mr. Moss. Are you seeking now the advice of your counsel on con- 
stitutional questions ? 

Mr. GoupFine. Yes, sir. 

Mr. Moss. All right. 

(The witness confers with his counsel. ) 

Mr. Gotprine. I am informed by my counsel, Mr. Sears, I am in- 
formed that there is no waiver of relevancy. 

Mr. Moss. Do you answer the question or do you not? 

Mr. Gouprine. Pardon? 

Mr. Moss. Do you answer the question or do you not? I am not 
interested in what Mr. Sears advised you. You can take it or leave 
it alone. I want your answer. Do you answer the question / 

Mr. Govprine. I have answered the best I can and I cannot do more. 

Mr. Moss. You have not. answered. 

Mr. GoupFine. I have not? I have answered the best I know how. 

Mr. Moss. You told me on the advice of Mr. Sears you have not 
waived the question of relevancy. 

That was not my question. 

The CuarrMan. What is the question, Mr. Moss / 
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Mr. Moss. The question is, What is the difference between testimony 
regarding a payment for services by Boston Port Development Co. to 
Mr. Harry Ham and the payment for services so claimed to Mr. 
Bernard Goldfine ? 

(The witness confers with his counsel. ) 

The CHarmMan. Can you answer that question ? 

Mr. Gouprine. Mr. Chairman, I have answered it five or six times 
and I can’t answer any more. I have done the best that I can. 

The Cuarrman. Well, did you understand what the question was ? 

Mr. Gouprine. I did. I think I did. 

The CuatrmMan. Do you know? 

Mr. Gouprine. I think I do and my answer is the same, Mr. Chair- 
man. 

The CHatrman. What is it? 

Mr. Gouprine. I have answered five or six times the same answers 
I have given before, Mr. Chairman. 

Mr. Moss. I havea faulty memory. I cannot recall the answer. 

Mr. Gotprine. I think you have a very good memory, in my opinion. 

Mr. Moss. I want the answer. 

Mr. Gouprine. Well, I can’t answer any more than what I did, 
Mr. Moss. 

Mr. Moss. You have not answered me, Mr. Goldfine. Can you tell 
me what the difference is or if there is a difference ? 

(The witness confers with his counsel.) 

Mr. Gouprine. I have told you the difference and I can’t tell you 
any more, Mr. Moss. 

Mr. Moss. I ask, Mr. Chairman, that the witness be directed to 
respond and not on any question of relevancy at this point. He has 
not even tried to answer the question as to the difference. 

(The witness confers with his counsel.) 

The CuatrmMan. Let the Chair see if he can get the answer. 

I think we can try to understand the situation. 

Will you read the question ? 

(Record read.) 

The CuatrmMan. Can you answer the question ? 

Mr. Gotprine. Mr. Chairman, Mr. Moss, I have answered that ques- 
tion four or five times and I am not going to answer any more be- 
cause I have answered it four or five times. 

Mr. Moss. Mr. Chairman, I ask that the witness be directed to an- 
swer that question. 

(The witness confers with his counsel.) 

The Cuamrman. The Chair does not understand that you have an- 
swered the question, Mr. Goldfine. You say you have. 

The record ishere. Wecan go back and read it over and see. 

Mr. Goutprine. I wish you would, Mr. Chairman. 

The CuarrmMan. Go back to the original question. 

The Chair will reserve this matter until we meet again and we look 
the record over. I cannot remember that you gave an answer to the 
question. If you can you ought to say so. We will wait until we get 
the record next week and find out. 

Are there any further questions, Mr. Moss? 

Mr. Moss. No, until that question is answered. I will reserve my 
right to resume at the next session of the committee. 

The CuarrmMan. All right. 
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Do you have anything further, Mr. O'Hara? 

Mr. O’Hara. I have just a couple of questions. 

Mr. Goldfine, is it true that regularly you have contributed a sub- 
stantial sum to the Jefferson-Jackson Day dinners in Boston over 
the past years / 

Mr. Gotprine. Yes, sir, it is. 

Mr. O’Hara. Have you ever contributed as much as $4,000 to one 
of those dinners ? 

Mr. Gotprine. I have and more at different times. 

Mr. O’Hara. And more; and on more than one occasion, is that 
correct 

Mr. Gotprine. On more than one occasion I certainly did. 

Mr, O’Hara. Have you also contributed to the Democratic Na- 
tional Committee ¢ 

Mr. Gotprine. I have, Mr. O'Hara. 

Mr. O’Hara. Over the years? 

Mr. Goupring. A good many years. 

Mr. O’Hara. Thank you, Mr. Goldfine. 

The CuHarrman. How about the Republican National Committee? 
Have you contributed to them, too? 

Mr. Gotprine. I have, Mr. Chairman. 

The Cuarrman. Also substantial sums / 

Mr. Gouprine. I would say so; at different times. 

The CuarrMan. You contributed rather heavily to the Lincoln Day 
dinners ? 

Mr. Gotprine. Not as much as the Jefferson-Jackson. 

The CuarrMan. But substantial sums?’ 

Mr. Gotprine. That is correct. 

The CuHatrMan. Mr. Williams. 

Mr. Gotprine. Pardon 

Mr. WixuraMs. Along those lines, Mr. Goldfine 

Mr. Gouprtine. A little louder, please. 

Mr. Wits. I say along those lines of whom you contributed 
to and so forth, I believe you stated here a while ago that you were 
an independent voter, and, if I recall correctly, there were some 
independent electors down in Mississippi and South Carolina and 
Georgia and some of those Southern States. Did you contribute to 
the independents? That is a facetious question. 

Mr. Goldfine, you have indicated that you and Mr. Adams have 
been old friends. I do not recall the date on which you said that you 
first met Mr. Adams. I believe it was back in the early forties. Am 
I correct in that ? 

Mr. Gotprine. That is correct. 

Mr. Wiuu1ams. Then you were requested to submit to this com- 
mittee records that you had from 1950 on of hotel bills and accom- 
modations that you had paid for which were used by Mr. and Mrs. 
Adams and members of their family. 

The first of those hotel bills that you submitted to the committee 
was dated in December 1953, if I recall correctly. 

Apparently there were no hotel bills between 1950 and 1953 for 
which you paid for Mr. Adams’ accommodations, is that correct ? 

Mr. Gotprrne. I wouldn't say that. I don’t know. I couldn’t teil 
i that. 





\dams prior to this December 23 and 24, 1953, bill? 
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Mr. Gotprinz. Did I what? 

Mr. Witu1aMs. Had you paid for hotel accommodations for Mr. and 
Mrs. Adams or either of them prior to the time that Mr. Adams 
became a member of the White House staff ? 

Mr. Gouprine. I don’t remember. I couldn’t say that. I don’t 
remember. 

Mr. Witu1aMs. Yet you state categorically here that you have never 
asked Mr. Adams for any help or have never asked him to intercede in 
your behalf with any of these Government agencies with which you 
were involved, is that correct ? 

Mr. Gouprie. That is correct. 

- Mr. Witu1aMs. You have never asked him for any favors of any 
ind? 

Mr. GotpFr1ne. What do you mean by favors? 

Mr. Wiurams. Well, to intercede with these agencies to secure 
favorable treatment for \ your companies. 

Mr. Goutprine. I have never asked him to intercede to use any 
influence with any Government agency. 

Mr. Wiu1aMs. You state that categorically ? 

Mr. Gouprine. I do. 

Mr. Witu1aMs. At this point, Mr. Chairman, I think it might be 
well to review some of the testimony of the last 2 or 3 days in this 
regard. 

r. Goldfine, in the last several days you have admitted this chro- 
nology under questioning by counsel and members of the committee. 
On December 4, 1953, and this is a matter of record of course, the 
Federal Trade Commission notified you that you might settle the 
charge of false labeling of woolen goods if you made a complete dis- 
closure to them of all goods manufactured at your mills and of the 
names of all customers who had received misbranded goods. 

Apparently you objected to this disclosure on grounds that it would 

ive them the names of your customers and you did not want that to 
e done. 

Mr. Gotprine. Will youspeak louder? I cannot hear you. 

Mr. Witutams. All right, sir. Apparently you objected to that 
FTC letter because you did not want the Federal Trade Commission 
to have the names of your customers. 

On December 23 or December 24, which was just a week or so later, 
a couple of weeks, Mr. and Mrs. Sherman Adams stayed at the Shera- 
ton-Plaza Hotel in Boston and you picked up the tab. You wrote it 
off on one of your companies as a business expense. You have ad- 
mitted that you met with Mr. Adams on these dates and on these dates 
or some date approximating those dates you admitted that you gave 
to Mr. Adams the December 4, 1953, letter that had been sent to you 
by the Federal Trade Commission and you told Mr. Adams of this 
complaint. 

Apparently you indicated to Mr. Adams your objection to disclos- 
ing the names of your customers to the Federal Trade Commission. 

In any event, you stated that you handed that letter to Mr. Adams 
and you wanted to know, I believe, what it was all about, according 
to your testimony, or w hy they were doing this to you. 

Then between December 24 and December 31, 1953, which was an- 
other week or so later, Mr. Adams called Chairman Howrey of the 
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Federal Trade Commission and asked him for some information for 
you on how the case was being handled. 

On January 4, 1954, 4 days later, Mr. Howrey wrote a memorandum 
on the case to Mr. Adams with information to be passed along to you 
and stating how the case might be settled. 

In that letter there is, as you know, information contained which 
is properly confidential information and information which I think 
has been shown by these hearings to be confidential and there was no 
other way that that information could be gotten except possibly 
through the method by which it was obtained. 

Then on January 23, which was another 3 weeks later, on the 24th 
and the 25th, 1954, you had Mr. and Mrs. Adams as your guests in 
the Waldorf Astoria Hotel in New York City where Mr. Adams 
attended a dinner as your guest along with some of your big cus- 
tomers. Here again you pic eked up the hotel bill and wrote it off as 
a business expense, a business expense charged against your textile 
firm which was at that time involved in a matter with the Federal 
Trade Commission. 

Then in the next month, in early February another couple of weeks 
later, Mr. Adams’ secretary called the Federal Trade Commission to 
ask for information as to whether the Goldfine wool mislabeling case 
had been settled. 

Now, a mere request for information in that case, regardless of 
what else might be said about it, coming from the White House as 
it did, certainly was evidence to the Federal Trade Commission of 
an expression of interest on the part of Mr. Adams. 

Then on February 3, 1954, Mr. Murchison, secretary to Chairman 
Howrey of the Federal Trade Commission, called Harvey Hannah, 
head of the FTC Wool Division. A report was made to Murchison 
that the case had been settled. The record shows that it was settled 
without your firms making the disclosure on mislabeled wool demanded 
in the December 4, 1953, letter. 

Now, with that series of incidents, coupled with your very frank 
admission that these hotel expenses of Mr. and Mrs. Adams, and the 
hotel expenses of various Senators had been charged off as a business 
expense, the continued admissions of you and your son on yesterday 
of selling adulterated and misbranded products, your refusal to re- 
spond yesterday to questions regarding the purpose for which the 
checks were purchased, that is these treasurer’s checks, your refusal 
to answer questions about dealings about matters involving Boston 
Port Development Co. this morning, your attempts to minimize these 
misbranding cases which are, in the opinion of myself, and I am sure 
the rest of the committee, very serious law violations and the fact 
that insofar as it has been brought to light at this time the only pen- 
alty ever suffered by any of your firms for all these violations was 
the $3,000 fine placed on you 2 or 3 years ago as a compensatory fine, 
make it perfectly obvious to me at least that you did receive prefer 
ential treatment at the hands of these agencies and, Mr. Goldfine, | 
feel that this committee has a right to have answers to the questions 
which were propounded this morning. 

This is a very serious matter and I trust that, when you return next 
week, that you might reconsider your refusal to answer these ques- 
tions because I think, in the light of the facts which I have mentioned 
here and in the light of the facts which were mentioned by the chair- 





m 


of 


th 
kr 


yo 
qu 


or 


wl 
th 


wl 


ot] 


tio 
yo 
in 


the 
ani 
fie 
ob: 
dic 
pre 





REGULATORY COMMISSIONS AND AGENCIES 4481 


man in his opening statement, there is no question as to the pertinency 
of the questions which were propounded to you this morning. 

I trust. as I am sure the members of the committee do, that next week 
you will be a much more cooperative witness. That is all I have to 
say, Mr. Chairman. 

(The witness confers with his counsel. ) 

Mr. Gotprine. Mr. Chairman, can I say a word, too? 

The Cuarrman. Yes, Mr. Goldfine. 

Mr. Gotprine. I will be very glad to reconsider it over the weekend. 
I do feel that I have cooperated the best that I could. I really mean 
that. I am very sincere in my statement. I have done the best that I 
know how. 

The Cuairman. A copy of the transcript will be made available to 
you. 

Mr. Gotprine. Thank you very much, Mr. Chairman. 

The Cuatrman. I wanted to ask you just two or three very brief 
questions. 

How long have you known Mr. Fox ¢ 

Mr. Gouprine. The first time that I met Mr. Fox was October 1 
or 4, 1952 

The CHatrMan. In 1952? 

Mr. Gouprine. Yes; during the early part of October. 

The Cuairman. You and Mr. Fox became business partners in some 
enterprises ; is that right ? 

Mr. Gouiprine. I was no partner with him. In 1954, the latter part 
of 1954, he bought a half interest into a garage, Motor Park, Inc., 
which is a garage under the Common, supposed to have a garage under 
the Common. 

The Cuairman. Did you loan him $150,000 ? 

Mr. Gortprine. The first loan I made him was on October 3, 1952, 
where he got. a loan of $150,000. 

The CuarrMan. Then you loaned him immediately after that an- 
other $150,000 ? 

Mr. Gotprinr. At some later date it got up to about $400,000, Mr. 
Harris. 

The CuatrMan. Did you have the meeting referred to by Mr. Fox ¢ 

Mr. GoLpFINE. Pardon ? 

The Cuairman. Did you attend the meeting referred to by Mr. 
Fox when you left the meeting and did not return? Was that true 
that such a meet ing occurred ¢ 

(The witness confers with his counsel. ) 

Mr. Gouprine. Just one moment, please, Mr. Harris, please. 

(The witness confers with his counsel). 

Mr. Gotprinr. Mr. Chairman, my counsel tells me if I am ques- 
tioned about the Boston Common garage transaction to request that 
you please expl; un why this matter 1s relevant and why it comes with- 
in the j jur isdiction of this committee. 

The Chairman. Yes. You have a right to ask that question and 
the reason it is relevant is because Mr. Fox came before this committee, 
and he had the admonition before he started to testify, and he testi- 
fied to some things which the committee had had the opportunity of 
observing before his statement was made and felt that his statement 
did not come within the rule referred to; but later on, beyond his 
prepared statement, he made other statements. 
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Now, there has been a complete denial by you about some of those 
things and this was merely to give you an opportunity to state whether 
they happened or did not ha pen. 

If you do not care to me to them it is all right with me. 

Mr. Sears. Mr. Chairman, just because a prior witness testified to 
something, I do not think makes the question to the witness relevant 
but I would also like to confer with Mr. Goldfine over the weekend 
as to whether we are going to answer any questions with respect to 
the garage. 

The CuairMan. It does not matter to me. 

Mr. Sears. At this moment, I cannot see the slighest connection. 

The Cuarrman. It does not matter to me whether you answer any 
questions about the garage or not, but there is widespread interest 
heahaheut the whole country in Mr. Fox’s testimony and I think Mr. 
Goldfine should have the opportunity to say that it was not so if he 
wants to. 

If he does not want to and wants to leave it like it is undisputed and 
unquestioned 

Mr. Sears. This has to terminate sometime and, if we are going to 
answer everything Mr. Fox said, we will be here until fal. 

The CHatrman. If Mr. Fox made some statements that were the 
truth, it is relevant to this. 

Mr. Sears. If this committee thinks he told anything that is the 
truth, then Mr. Goldfine is powerless to convince this committee of 
anything. 

he CHarrMan. Mr. Goldfine just said Mr. Fox borrowed $150,000 
and then another $150,000 and that was what Mr. Fox testified. 

Mr. Goiprine. He borrowed $150,000 and then another $250,000. 

The CHatrman. You did meet at the hotel with Mr. Adams and 
your son at the same time Mr. Fox was there just as Mr. Fox testi- 
fied. You were there. 

Mr. Gotprine. I was there with Mr. Fox and my son. 

The CHarrMAN. You were there? 

Mr. Gouprine. I was there and Governor Adams came up there and 
was there for about 10 minutes. 

The Cuairman. Were you at the hotel in Boston at the time Presi- 
dent Eisenhower came there ? 

Mr. Gotprine. At what hotel ? 

The Cuarrman. The Algonquin Club. 

Mr. GotpF1neE. I was. 

The Cuarrman. You were there? 

Mr. Gouprine. I was. 

The CuatrMan. I think that is sufficient. 

Mr. Gotprine. Thank you. 

The CHarirMan. It is very late. We are way beyond the hour. 

You can understand the reason why. We promised your attorneys 
as well as some others that they would not have to be here this after- 
noon. 

Mr. Gotpringe. Thank you very much. 

When do we come back ? 

The Cuarrman. The committee will adjourn until 10 o’clock Tues- 
day next in this room, and you will be back. 

(Whereupon, at 1:10 p.m., the hearing adjourned until 10 a. m., 
Tuesday, July 15, 1958.) 
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